
O C A Statement1

B EFO RE TH E
P EN N SY L V A N IA P UB L IC UTIL ITY C O M M ISSIO N

P a.P u blic Utility C ommission
v.

P ennsylvania-A merican W aterC ompany

:
:
:
:

D ocketN u mbers
R-2020-3019369
R-2020-301937 1

D irectTestimony of
S cottJ.Ru bin

on B ehalf of
the P ennsylvaniaO ffice of C onsu merA d vocate

September8 ,2020



i

T ab le ofContents

Introdu ction....................................................................................................................................1

S u mmary.........................................................................................................................................4

P u rpose of this C ase.......................................................................................................................6

D etermining“Ju stand Reasonable”Rates atthis Time ..........................................................11

The Pandemic’s Impact on People.........................................................................................13

The Pandemic’s Impact on Small Businesses .......................................................................19

Regulatory Response...............................................................................................................22

Introdu ction of O C A ’s O therW itnesses....................................................................................31

O verview of this C ase ..................................................................................................................32

M u ltiyearRate P lan (“M Y RP ”).................................................................................................32

Review of C ost-of-S ervice S tu dies (“C O S S ”)............................................................................35

Review of Water COSS (PAWC Exh. 12-A and 12-B) ..........................................................37

Review of Sanitary-Only Sewer COSS (PAWC Exhs. 12-C, 12-D, and 12-E) .....................40

Review of Combined Sewer System (“CSS”) COSS (PAWC Exhs. 12-F, 12-G, and 12-H)40

D evelopingaS ou nd P u blic P olicyon S u bsidies,V alu ation,and Rate C onsolidation...........51

Relationship between Sections 1311(c) and 1329 of the Public Utility Code .......................51

Limiting Subsidies Between Water and Wastewater .............................................................55

Principles to Evaluate the Public Interest..............................................................................56

Using Section 1311(c) When There is a Significant Acquisition Adjustment......................64

Review of P roposed Regionalization and C onsolidation S u rcharge .......................................7 0

ResidentialRate D esign -W ater.................................................................................................7 9

Overview ..................................................................................................................................79

Changes in the Structure of Residential Rates ......................................................................80

Residential Water Rates for FPFTY ......................................................................................83

Residential Water Rate Design Summary..............................................................................85

ResidentialRate D esign -W astewater.......................................................................................8 6

Overview of Wastewater Rates................................................................................................86



ii

Zone 3 (Scranton Area) Rates ................................................................................................87

Zone 4 (Koppel) Rates.............................................................................................................89

Zone 6 (McKeesport) Rates.....................................................................................................91

S ettingRates to C ollectaL owerRevenu e Requ irement.........................................................94

C onclu sion ....................................................................................................................................95

Lis t ofFigu res and T ab les

Figu re 1: Trad itionalZone of Reasonableness

Figu re 2: D ivergentInterests:A N u llZone of Reasonableness

Figu re 3: InitialUnemploymentC laims in P ennsylvania:W eeks End ingM arch7 to
A u gu st14,2020

Figu re 4: UnemploymentRate in C ou nties Served by P A W C ,as of mid -Ju ly 2020
(seasonally ad ju sted )

Figu re 5: P ercentage of P ennsylvaniaH ou sehold s ExperiencingL oss in
EmploymentIncome Since M arch13,2020

Figu re 6: P ercentage of SmallB u sinesses in P ennsylvaniaExpectingitto Take at
L eastSix M onths to Retu rn to Usu alL evelof O perations (A pril26 to
A u gu st15,2020)

Figu re 7 : Fed eralReserve B ankC oincid entInd ex (M easu re of Economic A ctivity)
in P ennsylvaniaJanu ary 2010 to Ju ly 2020

Table 1: Stormwater-related costs as apercentof revenu e requ irement

Table 2: P A W C P roposed Su bsid ies from Rate Zone 1 W aterC u stomers

Table 3: Su mmary of Section 1329 Transactions

Table 4: P A W C P roposed P ercentage of Section 1329 Su bsid y to be P aid by Rate
Zone 1 W aterC u stomers

Table 5: P A W C P roposed Su bsid y Exclu d ingSection 1329 V alu ation Increase

Table 6: Su mmary of O C A Recommend ation forSection 1329 Rate A reas

Table 7 : P A W C P roposed Su bsid y Und erRegionalization and C onsolid ation
Su rcharge

Lis t ofSchedu les and Attachm ents

A ppend ix A : C u rricu lu m vitae



iii

Sched u le SJR-1: P and emic-related d ataforcou nties served by P A W C

Sched u le SJR-2: Excerptfrom B oard of Governors of the Fed eralReserve System,Report
on the Economic W ell-B eingof U.S.H ou sehold s in 2019,Featu ring
Su pplementalD atafrom A pril2020 (released M ay 14,2020)

Sched u le SJR-3: Experienced loss of employmentincome since mid -M arch,and expected
income loss in the nextfou rweeks,P ennsylvaniahou sehold s by selected
characteristics,as of the weekend ingJu ly 21,2020

Sched u le SJR-4: H ow P ennsylvaniahou sehold s who lostemploymentincome since mid -
M archpaid theirbills in the past7 d ays,as of the weekend ingJu ly 21,
2020

Sched u le SJR-5: Impactof C O V ID -19 on C onsu merEnergy Use & O u tlook:Resu lts of
EP RIN ationalSu rvey (A pril29,2020)

Sched u le SJR-6: W aterC O SS:A llocation of late paymentfees based on actu al2019

Sched u le SJR-7 : W aterC O SS:A llocation of C itizens A cqu isition C IA C and C A C

Sched u le SJR-8 : Resu lts of O C A P roposed C hanges in W aterC O SS B efore Su bsid ies

Sched u le SJR-9: Excerptfrom W aterEnvironmentFed eration M anu alof P ractice N o.27 ,
Financing and Charges for Wastewater Systems (4th ed ition)

Lis t ofInterrogatory Res p ons es Attached

O C A IV -005 Rate increase forP ortV u e cu stomers in M cKeesport

O C A IV -018 A llocation of stormwater-related costs

O C A IV -025 A llocation of stormwater-related costs

O C A V II-001 N u mberof shared service lines

O C A V III-003 W aterC O SS allocation of C itizens A cqu isition C IA C and C A C

O C A V III-004 A ctu allate paymentfee revenu es by cu stomerclass,2019

O C A V III-006 W aterC O SS allocation of O therW aterRevenu es -Rents from O ther
P roperties

O C A V III-009 W aterC O SS shared service line ad ju stment

O C A V III-010 W aterC O SS allocation of accou nt311.54 (P u mpingEqu ipmentT& D rate
base)

O C A V III-012 Information on,and changes to,proposed Regionalization and
C onsolid ation Su rcharge

I& E RS-16-D Separate stormwaterfee in combined sewersystems

I& E RS-23-D D etailof su bsid ies proposed to be provid ed by Rate Zone 1 water
cu stomers



Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 1

Introdu ction1

Q . P lease state you rname and bu siness address.2

A . M y name is ScottJ.Ru bin.M y bu siness ad d ress is 333O akL ane,B loomsbu rg,P A .3

Q . B ywhom are you employed and in whatcapacity?4

A . Iam an ind epend entconsu ltantand an attorney.M y practice is limited to matters5

affectingthe pu blic u tility ind u stry.6

Q . W hatis the pu rpose of you rtestimonyin this case?7

A . Ihave been asked by the O ffice of C onsu merA d vocate (“O C A ”)to provid e an overview8

of this case from apu blic policy perspective,particu larly in lightof the C O V ID -199

pand emic affectingthe world atthis time.Ialso willintrod u ce the O C A ’s otherwitnesses10

who willad d ress variou s aspects of the rate requ estfiled by P ennsylvania-A merican11

W aterC ompany (“P A W C ”or“C ompany”).Finally,Iwillreview and critiqu e the12

C ompany’s cost-of-service stu d ies (“C O SS”),proposed rate d esign forresid ential13

cu stomers,the need forP A W C to have separate stormwaterrates,and the C ompany’s14

proposed Regionalization and C onsolid ation Su rcharge.15

Q . W hatare you rqu alifications to provide this testimonyin this case?16

A . Ihave testified on more than 200 occasions as an expertwitness before u tility17

commissions orcou rts in the D istrictof C olu mbia,the province of N ovaScotia,and the18

states of A laska,A rizona,C alifornia,C onnecticu t,D elaware,Illinois,Kentu cky,M aine,19

M aryland ,M assachu setts,M innesota,M ississippi,N ew H ampshire,N ew Jersey,N ew20

Y ork,N orthD akota,O hio,P ennsylvania,Sou thC arolina,W ashington,and W est21
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V irginia.Ialso have testified as an expertwitness before two committees of the U.S.1

H ou se of Representatives and variou s state and locallegislative committees.Ialso have2

served as aconsu ltantto the staffs of fou ru tility commissions,severalnationalu tility3

trad e associations in the United States,and state and localgovernments throu ghou tthe4

United States.P riorto establishingmy own consu ltingand law practice,Iwas employed5

by the O C A from 198 3throu ghJanu ary 1994 in increasingly responsible positions.From6

1990 u ntilIleftthe O C A ,Iwas one of two seniorattorneys in thatoffice.A mongmy7

otherresponsibilities in thatposition,Ihad amajorrole in settingthe office’s policy8

positions on waterand electric matters.In ad d ition,Iwas responsible forsu pervisingthe9

technicalstaff of the office.Ialso testified as an expertwitness forthe O C A on rate10

d esign,costof service issu es,and policy matters.11

Throu ghou tmy career,Id eveloped su bstantialexpertise in matters relatingto the12

economic regu lation of pu blic u tilities.Ihave pu blished articles,contribu ted to books,13

written speeches,and d elivered nu merou s presentations relatingto regu latory issu es.I14

have attend ed nu merou s continu inged u cation cou rses involvingthe u tility ind u stry.I15

also have participated as afacu lty memberin u tility-related ed u cationalprograms forthe16

Institu te forP u blic Utilities atM ichigan State University,the A merican W aterW orks17

A ssociation,and the P ennsylvaniaB arInstitu te.M y complete cu rricu lu m vitae is18

provid ed as A ppend ix A .19

Q . D o you have anyexperience thatis particu larlyrelevantto the issu es in this case?20

A . Y es,Id o.O verthe years,Ihave testified concerningnu merou s types of regu latory21

policy issu es before u tility commissions and legislative committees.O bviou sly,before22
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this year,Id id nothave experience recommend ingan appropriate regu latory response1

d u ringaglobalpand emic,bu tIbelieve my more than 35years of experience in u tility2

regu lation can provid e some u sefu linsights and recommend ations.Recently,Isu bmitted3

testimony on the same topic in five otherrate proceed ings.4

In ad d ition,Ihave testified formany years in previou s P A W C proceed ings5

concerningC O SS,rate d esign,and tariff issu es.Ihave consid erable experience in the6

field of C O SS and rate d esign,particu larly forwateru tilities.Ihave testified as an expert7

witness on cost-of-service stu d ies,rate d esign,and othertariff issu es in d ozens of water8

and wastewateru tility rate cases,as wellas similarissu es in nu merou s energy u tility rate9

cases.Ialso have worked as aconsu ltantto localgovernmententities on rate d esign10

issu es –bothto assistgovernment-owned u tilities in d esigningrates and to help11

governmentagencies obtain reasonable rates from theiru tility.Ialso served on the12

ed itorialcommittee forthe preparation of the majorrate d esign manu alforthe water13

u tility ind u stry,A W W A ’s M anu alM 1:P rinciples of W aterRates,Fees,and C harges14

(“M 1 M anu al”).M y workon the M 1 M anu alwas forthe fifthed ition,pu blished in 2000.15

The M anu alis now in its seventhed ition,pu blished in 2017 .16

Q . D o you have anyotherpreliminarymatters to address?17

A . Y es,there are two matters Iwou ld like to d iscu ss abou tthe focu s of my testimony and18

some of the terminology u sed .First,my testimony d eals withregu latory policy issu es.19

Given the natu re of pu blic u tility regu lation,mu chof the pu blic policy in this field is20

contained in d ecisions by regu latory agencies and cou rts;orin statu tes,ord inances,or21

regu lations. Imay be citingorreferringto these types of sou rces.This shou ld notbe22
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taken as alegalopinion (thou ghIam qu alified to provid e experttestimony as a1

regu latory attorney in P ennsylvania),bu tratheras sou rces su pportingmy expertopinion2

concerningappropriate pu blic policy and regu latory practice.3

Second ,Iwantto make clearatthe ou tsetthatmy testimony and analysis are4

based on P A W C ’s proposed revenu e requ irementforthe fu lly projected fu tu re testyear5

(“FP FTY ”),whichis calend aryear2021.To simplify my testimony,and in lightof my6

d iscu ssion abou tthe appropriateness of amu lti-yearrate plan (“M Y RP ”)atthis time,my7

testimony willnotspecifically d iscu ss the C O SS,revenu e allocation,orrate d esign for8

2022.A ny ad ju stments ormethod ologies Ipropose forthe FP FTY wou ld apply equ ally9

to 2022 if the C ommission d ecid es to consid eraM Y RP in this case.10

Focu singon one testyearatthe u tility’s proposed revenu e requ irementis stand ard11

practice forC O SS,class revenu e allocation,and rate d esign becau se itallows d ifferent12

parties’recommend ations to be compared on an “apples-to-apples”basis.This shou ld not13

be taken,however,as an end orsementof the C ompany’s proposed revenu e requ irements.14

Ind eed ,there are otherO C A witnesses who d iscu ss the accu racy of those proposals.15

S u mmary16

Q . P lease su mmarize you rconclu sions and recommendations.17

A . Isu mmarize my conclu sions and recommend ations as follows:18

 A s aconsequ ence of the pand emic d evastatingthe healthand economy of19
the C ommonwealthand the world ,the C ommission cannotrely on many20
of the assu mptions mad e in P A W C ’s filing.Italso wou ld notbe ju stor21
reasonable to impose arate increase on cu stomers atthis time.22
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 Irecommend thatthe C ommission eitherred u ce rates (as recommend ed by1
O C A ’s otherwitnesses)orataminimu m d eny any rate increase to P A W C2
in this case.3

 Irecommend the C ommission rejectP A W C ’s requ estforamu ltiyearrate4
plan atthis time.The C ommission shou ld d etermine base rates forwater5
and wastewaterservice in this case thatwillremain in effectu ntilthe6
conclu sion of the C ompany’s nextbase rate proceed ing.7

 Ihave corrected two minorerrors in the watercost-of-service stu d y8
(“C O SS”)and mad e three otherad ju stments in thatstu d y.The resu ltis a9
red u ction in the costof servingthe Resid entialclass of approximately10
$8 15,000.11

 Istrongly recommend thatthe C ommission ord erP A W C to d evelopa12
stormwaterfee to collectstormwater-related costs in the three rate zones13
withcombined sewersystems (“C SS”)(Scranton,M cKeesport,and14
Kane).15

 Given the inability to d evelopd efensible stormwaterrates in this case,and16
the C ompany’s impropercomminglingof stormwaterand sanitary sewage17
costs in its C O SS,Ipropose thatexistingrates in the C SS rate zones18
shou ld be increased by an equ alpercentage (an “across the board ”19
increase).20

 Irecommend the C ommission implementthe increases proposed by21
P A W C in eachof the Section 1329 wastewaterrate areas,bu tnotthe22
proposed rate red u ction in Sad sbu ry.23

 Irecommend the C ommission rejectthe proposed Regionalization and24
C onsolid ation Su rcharge as beingcontrary to the pu blic interestand25
neitherju stnorreasonable.26

 Irecommend the C ommission permitalimited su bsid y from Rate Zone 127
watercu stomers to be paid to eachSection 1329 rate area,bu tthatthe28
su bsid y shou ld notcompensate the C ompany forthe fu llretu rn on the29
pu rchase price incrementitpaid overthe netoriginalcostof the property.30

 Isu pportthe C ompany’s proposalto charge the same waterZone 131
cu stomercharges forResid entialcu stomers withmeters rangingfrom 5/8 -32
inches to 1-1/2 inches in d iameter.Ialso agree thataResid entialcu stomer33
charge (for5/8 -inchto 1-1/2-inchmeters)of $18 .00 permonthis34
reasonable u nd erthe C ompany’s proposed revenu e requ irementforthe35
FP FTY .36
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 ForwaterZone 5(Steelton),Iwou ld have Resid entialcu stomers with1
meters from 5/8 -inches to 1-1/2 inches pay the same cu stomercharge,bu t2
thatcharge wou ld be $14.58 permonth.A s partof thatchange in Steelton,3
Iwou ld eliminate the minimu m u sage allowance forResid entialcu stomers4
withmeters largerthan 5/8 -inches,and red u ce the minimu m allowance for5
Resid ential5/8 -inchmetercu stomers to 1,000 gallons permonth.I6
propose thatallResid entialconsu mption above any minimu m allowance7
in waterZone 5shou ld pay arate of $1.000 per100 gallons.8

 Isu pportthe C ompany’s proposalto red u ce the cu stomercharges and9
eliminate the minimu m u sage allowances in waterZone 4 (Tu rbotville).10

 Irecommend thatrates in wastewaterZone 3(Scranton A rea)shou ld be11
increased by approximately 20%.12

 Irecommend the wastewaterZone 4 (Koppel)Resid entialcu stomer13
charge shou ld be d ecreased to $24.00 permonth(a20% red u ction)and the14
Resid entialvolu metric charge shou ld be increased by 50% to $0.97 50.15

 In wastewaterZone 6 (M cKeesport),Iagree withsettingthe P ortV u e16
cu stomercharge equ alto the wastewaterZone 1 cu stomercharge of17
$11.00 permonth(or$33.00 perqu arter)and eliminatingthe minimu m18
u sage allowance.The volu metric charge forP ortV u e cu stomers,19
however,shou ld be limited to a40% increase,or$1.393per100 gallons.20

 If the C ommission red u ces the revenu e requ irementin rate zones thatare21
beingsu bsid ized by waterZone 1 cu stomers,then the change from the22
C ompany’s FP FTY revenu e requ irementshou ld be u sed firstto red u ce the23
waterZone 1 su bsid y in proportion to the su bsid y paid by eachcu stomer24
class u nd erP A W C ’s proposalforthe FP FTY .A ny remainingred u ction25
wou ld be applied proportionally to the rates in the particu larrate zone.26

 A ny change in the waterZone 1 revenu e requ irementshou ld be spread27
amongthe cu stomerclasses in proportion to eachclass’s costof service28
u nd ermy C O SS.29

P u rpose of this C ase30

Q . W hatis you ru nderstandingof the pu rpose of this proceeding?31

A . A s Iu nd erstand it,the pu rpose of this case is to d etermine the “ju stand reasonable”rates32

forP A W C u nd erC hapter13,and otherprovisions,of the P u blic Utility C od e.33
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Q . In you rmore than 35years of experience withu tilityrate-setting,are there1

standards orcriteriau sed to determine whetherarate is “ju stand reasonable”?2

A . Y es.There are thou sand s of ad ministrative and ju d iciald ecisions throu ghou tthe United3

States thatinterpretthe phrase “ju stand reasonable”as itrelates to u tility rates.W ithou t4

goinginto allof the nu ances and ju risd ictionald ifferences thatarise from those d ecisions,5

and withou tprovid ingalegalopinion,Iwillprovid e my generalu nd erstand ingof how6

thatphrase is u sed in the field of pu blic u tility ratemaking.7

In general,we regu late the rates (and otherterms of service)of pu blic u tilities8

becau se they are natu ralmonopolies,meaningthatitwou ld be economically inefficient9

(more expensive)to have competingenterprises provid e the service.Itis often stated that10

regu lation is asu bstitu te forcompetitive marketforces.A tits core,regu lation is11

d esigned to protectu tility consu mers from whatotherwise wou ld be the u nfettered power12

of amonopoly to setprices and the cond itions of service.In protectingconsu mers,13

however,regu lators cannotconfiscate the property of the u tility’s investors.Thatis,14

regu lators cannottiltthe scale so farin favorof consu mers (forexample by provid ing15

free service)thatthe u tility’s investors are d eprived of an opportu nity to earn a16

reasonable retu rn on theirinvestment.17

Importantly,thou gh,regu lation is notd esigned to insu late the u tility orits18

investors from normalmarketforces,technologicalimprovements,orgeneraleconomic19

cond itions.If marketforces (su chas technologicalchange)resu ltin significant20

red u ctions in the d emand forservice,then the u tility may notbe able to recoverits costs.21

Thatis notafailu re of regu lation,bu tanatu ralevolu tion of the market--bu sinesses fail22
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if they cannotkeepu pwithchanges in consu mers’preferences orrespond to1

technologicalinnovations.2

Similarly,if economic cond itions change su chthatrates become u nafford able to3

many cu stomers,rates may need to be red u ced in ord erto remain “ju stand reasonable”4

from the perspective of cu stomers.5

Q . Is there ageneralframeworkin whichto evalu ate whetherarate is ju stand6

reasonable?7

A . Y es,regu lators,analysts,and cou rts often speakof a“zone of reasonableness.”In setting8

rates,regu lators shou ld attemptto balance the interests of allrelevantsectors of the9

pu blic.This inclu d es the u tility’s investors,the u tility’s officers and employees,the10

cu stomers (recognizingthatd ifferentcu stomerclasses also have d ifferentinterests),and11

localgovernments whose resid ents are served by the u tility.Id eally,rates shou ld be set12

within a“zone of reasonableness”whichrepresents arange within whichallof the13

relevantinterests intersect.To helpexplain the concept,Ihave provid ed Figu re 1 which14

illu strates this zone of reasonableness as asimplified d iagram,showingonly consu mers15

as awhole and investors.16
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1

Figure 1. Traditional Zone of Reasonableness2
3

In this example,whichillu strates the situ ation in whichrate regu lators u su ally4

find themselves,there is an overlapbetween the interests of consu mers and investors.5

Thatis,there is arange of rates thatconsu mers are willingand able to pay (rangingfrom6

zero atthe low end to arate whichis so highthatthey can no longerafford u tility7

service)and arange of rates whichwillprovid e investors withwhatthey consid erto be a8

reasonable retu rn on theirinvestment(presu mably rangingfrom somethingmore than the9

risk-free rate of retu rn u pto aretu rn wellabove thatwhichthe marketprovid es to10

similar-riskinvestments).In this illu stration,these two ranges overlap.This provid es the11

regu latorwitharange within whichitcan setrates thatstillmeetthe need s of both12

consu mers and investors.The size and relative position of the range may change,bu twe13

are u sed to havingatleastapartialconvergence of these ranges.14

Itis possible,however,thatthe interests of investors and consu mers might15

d iverge.This d ivergence is illu strated in Figu re 2.16
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1

Figure 2. Divergent Interests: A Null Zone of Reasonableness2
3

Forexample,if au tility is provid ingpoorservice (oraservice whichis becoming4

obsolete),the highestprice whichconsu mers are willingto pay may be very small,5

thereby fallingbelow the low end of the investors’range.Similarly,if interestrates or6

the levels of investmentbecome very high,investors’minimu m retu rn requ irements may7

become so highas to fallabove the range of rates whichconsu mers can afford to pay.8

W hen this happens,the rate regu lators may have to setrates whichfallou tsid e of the9

normalzone of reasonableness,bu twhichstillattemptto fairly balance the interests of all10

parties to the extentpossible.11

Italso mu stbe remembered thatwhile these concepts can be easily illu strated12

u singcircles on ad iagram,the realworld is notso simple.There is no brightline13

d elineatingany of these interests.The regu latoris forced to d iscern the relative interests14

of the parties from the argu ments and evid ence whichare placed on the record .15
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Q . A re you sayingthatthe C ommission shou ld notsetrates ou tside the zone of1

reasonableness?2

A . N o,Iam notsayingthat.In fact,in certain instances itmay be impossible forthe3

C ommission to simu ltaneou sly satisfy allaspects of the pu blic interest.A s Iview the4

role of rate regu lators,they mu stactwithin the broad pu blic interest.Sometimes,that5

may mean settingrates whichfailto meetthe need s of acertain segmentof the pu blic.I6

believe,however,thatwheneveritsets rates,the C ommission mu stattemptto d etermine7

whose need s are beingmetand whose are not.8

Q . Isn’tthatu su allydone in the traditionalratemakingprocess?9

A . Unfortu nately,itis notu su ally d one.In mostcases,the investors’interestbecomes a10

centralfocu s of the case,by attemptingto d etermine the retu rn on capitalwhichinvestors11

requ ire in ord erto continu e to investmoney in the u tility.This is u su ally examined in12

greatd etail,witheachsid e spend ingthou sand s of d ollars on attorneys and expert13

witnesses skilled in the presentation of this su bject.V ery rarely,thou gh,d o regu lators or14

parties place as mu chemphasis on attemptingto d efine the consu mers’interest.15

D etermining“Ju stand Reasonable”Rates atthis Time16

Q . Y ou have testified on nu merou s occasions before this C ommission.D o you always go17

into su chdetailabou t“ju stand reasonable”rates orthe “zone of reasonableness”?18

A . N o.A s bestas Ican recall,priorto this year,the only time Iraised these issu es in su ch19

d etailbefore this C ommission was in 1993in arate case involvingC olony W ater20

C ompany,D ocketN o.R-0092237 5.A s Irememberit,thatu tility was proposing21

extremely highrates thatwou ld be u nafford able formany of its cu stomers.I22
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recommend ed aratemakingapproachthatwou ld have setrates based on the rates charged1

by thatsmallu tility’s watersu pplier,even thou ghthe rates wou ld be below the trad itional2

revenu e requ irementcalcu lation forthe u tility.3

Q . W hyare you raisingthese concerns in this case?4

A . The C ompany filed this case on A pril29,2020,when its service area--ind eed the entire5

world --was beingd evastated withthe worstpand emic in acentu ry.W hile Iu nd erstand6

thatittakes months to prepare arate filing,and thatP A W C prepared this case assu ming7

“bu siness as u su al,”there was nothingthatcompelled itto actu ally file the case.To state8

the obviou s,life and bu siness in the C ompany’s service territory are now anythingbu t9

normal.10

In particu lar,Iam very concerned abou tthe impactthatsignificantrate increases11

wou ld have on P A W C ’s cu stomers atthis time.To be blu nt,this is notthe time to12

impose highercosts on eitherpeople orbu sinesses.13

If regu lation is su pposed to be asu bstitu te formarketforces,then we mu st14

recognize that,exceptforthose commod ities experiencingsignificantimbalances of15

su pply and d emand d u e to the pand emic,competitive bu sinesses cannotsu stainably raise16

prices when theircu stomers’incomes have d ecreased significantly.W e’re seeingsu pply17

glu ts of necessities su chas gasoline,certain types of food ,skyrocketingu nemployment,18

and asignificantred u ction in hou rs formany people who are stillemployed .Simply19

stated ,whatmay have been a“ju stand reasonable”rate earlierthis yearmay be20

u nreasonable tod ay.21
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The Pandemic’s Impact on People1

Q . C an you be more specific abou tthe impacts of the pandemic on people in the2

C ompany’s service areaand throu ghou tP ennsylvania?3

A . Y es,Ican be more specific to some extent.D ataon new statewid e u nemploymentclaims4

are released eachweek,bu tcou nty-leveld ataare released only monthly.Figu re 3shows5

the d evastatingeffectthe pand emic has had on u nemploymentin the C ommonwealth.6

7

Figure 3. Initial Unemployment Claims in Pennsylvania:8
Weeks Ending March 7 to August 15, 20209

10

The hu ge spike in u nemploymentclaims d u ringthe weeks end ingM arch21 and M arch11

28 coincid es withthe entry of the Governor’s ord erof M arch19 closingalld ine-in12

restau rants on thatd ate and allnon-life-su stainingbu sinesses on M arch21.To pu tthese13

figu res in perspective,accord ingto the U.S.C ensu s B u reau ,P ennsylvaniahad a14
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workforce of approximately 6,57 6,000 people in 2018 .1 In the pastfive months,2.41

million P ennsylvanians have filed initialu nemploymentclaims --more than 37 % of2

P ennsylvania’s workforce.3

Q . C an you qu antifythe pandemic’s impacton employmentin the C ompany’s service4

territory?5

A . C ou nty-levelu nemploymentd ataare pu blished monthly in P ennsylvania.A s Iam6

preparingthis testimony,the mostrecentinformation was pu blished on September1.7

The d ataare labeled forthe monthof Ju ly,bu tthey are collected d u ringthe second week8

of eachmonth.9

Q . C an you estimate the effects on employmentin the cou nties P A W C serves?10

A . Y es.Figu re 4 shows the cou nties served (in whole orin part)by the C ompany and their11

u nemploymentrates as of mid -Ju ly.The rates range from 8 .8 % in C entre C ou nty to12

17 .4% in M onroe C ou nty.The u nd erlyingd ataforthis and the othercou nty-levelfigu res13

Id iscu ss are provid ed in Sched u le SJR-1.14

1 U.S.C ensu s B u reau ,2018 A merican C ommu nity Su rvey,Table S2301:EmploymentStatu s.
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1

Figure 4. Unemployment Rate in Counties Served2
by PAWC, as of mid-July 2020 (seasonally adjusted)3

Q . Generally,whateffecthas the pandemic had on families’finances?4

A . The Fed eralReserve System is attemptingto measu re the effects of the pand emic on5

hou sehold finances.O n M ay 14,2020,the Fed eralReserve System released its annu al6

reporton the economic well-beingof hou sehold s.2 M ostof the reportis based on su rveys7

cond u cted d u ring2019,bu tasu pplementalsu rvey was cond u cted in the firstweekof8

A pril2020 to assess the impacts of the pand emic on hou sehold finances.Iam attaching9

as Sched u le SJR-2,the coverpage and the portion of the reportd ealingwiththe A pril10

2020 su pplementalsu rvey (pages 53-56 of the report).11

2 B oard of Governors of the Fed eralReserve System,Reporton the Economic W ell-B eingof U.S.H ou sehold s in
2019,Featu ringSu pplementalD atafrom A pril2020 (M ay 2020),
https://www.fed eralreserve.gov/pu blications/files/2019-report-economic-well-being-u s-hou sehold s-202005.pd f.
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The su rvey fou nd that“20 percentof people who had been workingin Febru ary1

reported thatthey lostajob orwere fu rlou ghed in M archorthe beginningof A pril2

2020.”3 A monglower-income hou sehold s,however,the impactwas even more severe.3

The reportstates:“Thirty-nine percentof people workingin Febru ary withahou sehold4

income below $40,000 reported ajob loss in M arch.”4 Fu rther,approximately 9 percent5

of people who were stillworkinghad theirhou rs red u ced orwere requ ired to take u npaid6

leave.57

O verall,“23percentof ad u lts said theirincome in M archwas lowerthan in8

Febru ary.”6 O f those who losttheirjob orhad theirhou rs red u ced ,only 64% said they9

wou ld be able to pay allof theirbills in fu lld u ringA pril.7 Thatis,more than one-third of10

the families thatsu ffered aloss in income d u ringM archwillnotbe able to pay allof their11

bills the followingmonth.12

D ataforP ennsylvaniashow an even more seriou s resu lt.The U.S.C ensu s13

B u reau cond u cted specialweekly su rveys of hou sehold s from A pril23to Ju ly 21,known14

as the H ou sehold P u lse Su rvey.In the firstweek,46.9% of P ennsylvaniahou sehold s15

reported aloss of atleastsome employmentincome since M arch13.B y the final16

(twelfth)weekof the su rvey (the weekend ingJu ly 21),thathad risen to abou t48 % of17

hou sehold s,as shown in Figu re 5.818

3 Sched u le SJR-2,p.2.
4 Id .
5 Id .The reportstates that6% of allad u lts had theirhou rs red u ced .Given the nu mberof allad u lts in the workforce,
this wou ld equ ate to approximately 9% of workingad u lts.
6 Id .,p.3.
7 Id .,pp.3-4.
8 U.S.C ensu s B u reau ,H ou sehold P u lse Su rvey,https://www.censu s.gov/d ata-tools/d emo/hhp/#/table.
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1

Figure 5. Percentage of Pennsylvania Households Experiencing2
Loss in Employment Income Since March 13 (week 1 begins April 23)3

4

Q . D oes the C ensu s B u reau ’s H ou sehold P u lse S u rveycontain otherinformation that5

helps to define the scope of the pandemic’s impacts in P ennsylvania?6

A . Y es.In ad d ition to askingabou tincome loss d u ringthe pand emic,the C ensu s su rvey7

also asks abou texpected income loss d u ringthe nextfou rweeks.The resu lts in Sched u le8

SJR-3were collected d u ringthe weekend ingJu ly 21,so the nextfou rweeks coverthe9

remaind erof Ju ly and the firsttwo orthree weeks of A u gu st.A pproximately 29% of10

P ennsylvania’s workforce expected to su fferan ad d itionalincome loss d u ringthatfou r-11

weekperiod .12

Ialso find itnoteworthy thatthe lowerahou sehold ’s income,the greaterthe13

impactof the pand emic on income loss.Similarly,hou sehold s head ed by aperson who14
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the C ensu s B u reau classifies as B lackorH ispanic are mu chmore likely to have1

experienced an income loss --and to expectad d itionalincome loss into mid -A u gu st--2

than are hou sehold s head ed by apersonalclassified as W hite,N on-H ispanic.3

Q . W ithsu chasignificantloss of income,how are P ennsylvanians payingtheirbills?4

A . The C ensu s B u reau ’s H ou sehold P u lse Su rvey began askingexactly thatqu estion in5

week7 of the su rvey;specifically,askinghow hou sehold s thatlostsome of their6

employmentincome paid theirbills in the pastseven d ays.In Sched u le SJR-4,Ishow7

the resu lts forthe finalweekof the su rvey,the weekend ingJu ly 21.P eople were able to8

reportmu ltiple sou rces of fu nd s to pay theirbills.O nly 60% of P ennsylvanians who lost9

income said they u sed theirnormalsou rce of income to pay bills in the previou s week.10

A bou t26% cited u nemploymentbenefits and 27 % referred to the C A RES A ctstimu lu s11

payments.M ore people,however,relied on cred itcard d ebtorloans (inclu d ingloans12

from family orfriend s)(40%)ormoney from savings orassetsales (35%)than relied on13

short-term governmentbenefits.14

Q . A re people concerned abou tbeingable to afford theiru tilitybills du ringthis time?15

A . Y es.A recentsu rvey cond u cted by the Electric P owerResearchInstitu te (“EP RI”)fou nd16

thatabou ttwo-third s of people who losttheirjobs d u ringthe pand emic are concerned17

abou tbeingable to pay theirenergy bills.9 M oreover,more than 20% of su rvey18

respond ents reported thattheirenergy bills were higherbecau se of the pand emic.1019

9 O marSid d iqu iand M in L ong,Impactof C O V ID -19 on C onsu merEnergy Use & O u tlook:Resu lts of EP RI
N ationalSu rvey (A pril29,2020),http://myd ocs.epri.com/D ocs/pu blic/covid 19/C O V ID -19_su rvey_report.pd f,a
copy of whichis attached as Sched u le SJR-5.The referenced qu estion is on page 4 of Sched u le SJR-5.
10 Sched u le SJR-5,p.3.
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Interestingly,the su rvey also fou nd thatmore than 25% of people who losttheirjobs are1

planningto skipatleastone u tility billpayment,11 bu tamu chlowerpercentage were2

planningto contacttheiru tilities forassistance.123

The Pandemic’s Impact on Small Businesses4

Q . A re there anyindicators of the condition of P ennsylvania’s economyas aresu ltof5

the pandemic?6

A . Y es.A recently initiated small-bu siness su rvey by the U.S.C ensu s B u reau provid es7

insights into the cond ition of smallbu sinesses in P ennsylvania.The C ensu s B u reau8

estimates that,as of the weekend ingM ay 2,31.6% of smallbu sinesses in P ennsylvania9

said they wou ld notretu rn to normaloperations formore than six months and 6.6% of the10

C ommonwealth’s smallbu sinesses expected to neverretu rn to theirpre-pand emic level11

of operations.13 B y the weekend ingA u gu st22,the small-bu siness ou tlookwas12

consid erably worse with58 % of bu sinesses selectingthese two categories.Ishow the13

trend overthe su rvey’s 11 weeks graphically in Figu re 6.1414

11 Sched u le SJR-5,p.7 .
12 Sched u le SJR-5,p.12 (15% of those who losttheirjobs said they planned to contactthe u tility abou talternate rate
plans orotherways to lowertheirbills).
13 U.S.C ensu s B u reau ,SmallB u siness P u lse Su rvey,https://www.censu s.gov/d ata/experimental-d ata-
prod u cts/small-bu siness-pu lse-su rvey.html.
14 The C ensu s B u reau d id notcond u ctthe SmallB u siness P u lse Su rvey between Ju ne 27 and A u gu st9.
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1

Figure 6. Percentage of Small Businesses in Pennsylvania Expecting it to Take at Least Six2
Months to Return to Usual Level of Operations (April 26 to August 22, 2020)3

4

Q . H as there been an overallassessmentof the pandemic’s effects on P ennsylvania’s5

economy?6

A . Y es.Eachmonth,the Fed eralReserve B ankcalcu lates a“coincid entind ex”foreach7

state and the cou ntry as awhole.The ind ex is d escribed as follows:“The coincid ent8

ind exes combine fou rstate-levelind icators to su mmarize cu rrenteconomic cond itions in9

asingle statistic.The fou rstate-levelvariables in eachcoincid entind ex are nonfarm10

payrollemployment,average hou rs worked in manu factu ringby prod u ction workers,the11

u nemploymentrate,and wage and salary d isbu rsements plu s proprietors’income d eflated12
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by the consu merprice ind ex (U.S.city average).”15 The ind ex is setso thatthe levelof1

economic activity in 2007 is equ alto 100.2

B etween Janu ary and A pril,P ennsylvania’s coincid entind ex plu nged from3

122.56 to 97 .43,ad ecline of more than 20%.The ind ex recovered to 103.27 in M ay bu t4

d ropped backto 102.50 in Ju ly,whichis still16% below the pre-pand emic levelof5

economic activity.Ind eed ,Figu re 7 shows thatP ennsylvania’s levelof economic activity6

in A prilwas the lowestithad been in ad ecad e.7

8

Figure 7. Federal Reserve Bank Coincident Index9
(Measure of Economic Activity) in Pennsylvania January 2010 to July 202010

11

15 https://www.philad elphiafed .org/research-and -d ata/regional-economy/ind exes/coincid ent
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Regulatory Response1

Q . H ow does this affectthe decisions the C ommission mu stmake in this case?2

A . Faced withthis u npreced ented pu blic healthand economic crisis,Irespectfu lly su bmit3

thatthe C ommission cannottreatthis case as “bu siness as u su al.”A lmostno other4

bu siness in P A W C ’s service areais cond u ctingbu siness as u su al;resid entialconsu mers5

are u singthe C ompany’s services d ifferently than they d o d u ringnormalcircu mstances6

(few if any people are u su ally athome 24 hou rs perd ay,7 d ays aweek,preparingevery7

mealathome,and so on).8

Respectfu lly,the C ommission cannotfocu s on P A W C ’s historic costs,oron cost9

projections prepared before the pand emic,and assu me thatthe resu ltingrates willbe “ju st10

and reasonable.”The C ommission mu stfocu s on whatrates are reasonable for11

consu mers to pay u nd erthese extraord inary cond itions.12

Q . A re you aware of anyregu latoryprecedents thatdiscu ss ratemakingdu ringa13

pandemic orothersevere economic downtu rn?14

A . W hile the researchis d ifficu lt(especially withmostlibraries closed ),there is some15

preced entfrom regu latory commissions d u ringthe lastnationwid e pand emic,the16

influ enzapand emic in 1918 and 1919.From these early d ays of u tility regu lation in this17

cou ntry,itwas recognized thatcircu mstances in the economy (inclu d ingd isease18

ou tbreaks)cou ld affectu tilities in the same way thatotherbu sinesses were affected .19

W hen thatoccu rred ,regu lation wou ld notprotectu tilities from the ad verse consequ ences.20

Ihave notcond u cted exhau stive research,bu tId id locate acase d ecid ed by the21

Su preme Ju d icialC ou rtof M assachu setts in 1919 where the ownerof astreetcarservice22
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challenged apu blic service commission ratemakingord er.16 A mongthe challenges faced1

by the bu siness in 1918 were increases in the costof raw materials (presu mably d u e to2

the wareffort),red u ction in rid ership,and “the wid e prevalence of the epid emic known3

as influ enza,afactorseriou sly affectingreceipts d u ringO ctoberand N ovember,1918 .”174

The M assachu setts cou rtcited withapprovalafed eralappellate d ecision thatheld5

as follows:6

To be ju stand reasonable,within the meaningof the constitu tional7
gu aranty,the rates mu stbe prescribed withreasonable regard forthe cost8
to the carrierof the service rend ered and forthe valu e of the property9
employed therein;bu tthis d oes notmean thatregard is to be had only for10
the interests of the carrier,orthatthe rates mu stnecessarily be su chas to11
rend erits bu siness profitable,forreasonable regard mu stalso be had for12
the valu e of the service to the pu blic.A nd where the costto the carrieris13
notkeptwithin reasonable limits,orwhere forany reasons its bu siness14
cannotreasonably be so cond u cted as to rend eritprofitable the misfortu ne15
mu stfallu pon the carrier,as wou ld be the case if itwere engaged in any16
otherline of bu siness.1817

The cou rtwenton to u phold the regu latory commission’s ratesettingord erthat18

was notexpected to resu ltin the u tility earningaprofit.The cou rtreasoned that“the19

times are recognized as abnormal,”bu tthatd id notd eprive the commission of its20

regu latory responsibility to “exercise its ju d gmentforthe protection of the pu blic21

interests when itd oes notred u ce su bstantially the revenu e proposed to be exacted from22

the pu blic by the owners of the pu blic u tility.”19 The cou rtalso emphasized thatthe rates23

were “likely to be impermanentand experimental.”2024

16 Donham v. Public Service Commission,232 M ass.309,122 N .E.397 (1919).
17 Id .,232 M ass.at315,122 N .E.at400.
18 Id .,232 M ass.at317 ,122 N .E.at401 (emphases ad d ed ;qu otingfrom Missouri, Kansas & Topeka Railway Co. v.
Interstate Commerce Commission,164 Fed .645(1908 )).
19 Id .,232 M ass.at326,122 N .E.at405.
20 Id .
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In otherword s,the id eathatratemakingmu stad aptto extraord inary cond itions is1

neithernew nornovel.A centu ry ago d u ringanotherseriou s pand emic,regu lators2

ad apted ,tookactions thatprovid ed relief to the pu blic,and d id notinflictlong-term harm3

on the u tility.4

Q . A re you aware of anyP ennsylvaniaregu latoryactions du ringasevere economic5

downtu rn?6

A . Y es,in anotherrate case pend ingbefore the C ommission,aconsu ltantforthe u tility7

mad e me aware of a1934 resolu tion by the P ennsylvaniaP u blic Service C ommission8

(“P SC ”)thatstrongly encou raged u tilities to resettheirrates u singa6% rate of retu rn.219

The P SC ’s 1934 resolu tion is referred to in apu blished history of the P hilad elphia10

Electric C ompany as follows:11

In 1934,the [P u blic Service] C ommission limited the retu rn allowable to12
u tilities to six percent(ithad been seven percent),and between Janu ary 1,13
1933,and Ju ne 30,1936,itobtained rate red u ctions totaling$15,000,00014
from P ennsylvaniaoperatingcompanies.… [The P hilad elphiaElectric]15
C ompany lowered its rates su bstantially in 1933,1934,1935,and 1936.2216

Thu s,itappears thatthis C ommission’s pred ecessorlowered rates su bstantially d u ring17

the GreatD epression based (atleastin part)on prevailingeconomic cond itions,as stated18

in the 1934 resolu tion.19

21 Re Utility Rates During Economic Emergency,3P .U.R.N S 123(P a.P .S.C .1934).
22 N icholas B .W ainwright,History of the Philadelphia Electric Company: 1881-1961 (P hilad elphia,P A 1961),
p.246.
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Q . H ow are otheru tilities and regu lators addressingthese u nprecedented1

circu mstances?2

A . Ihave notcond u cted exhau stive researchto try to id entify every regu latory and u tility3

response to ratesettingd u ringthe pand emic.Ican,however,provid e afew examples.4

H yd ro O ne,alarge electric u tility in O ntario,C anad a,temporarily mod ified its5

rate stru ctu re to eliminate peak-period pricing,recognizingthatpeople are athome 24-6

hou rs perd ay and cannotavoid peak-period u sage.The u tility estimates this willred u ce7

atypicalcu stomer’s bills by more than 14%.238

The H alifax (N ovaScotia)RegionalW aterC ommission withd rew its requ estto9

increase waterrates.Italso d elayed and significantly red u ced its proposed increase in10

wastewaterrates.2411

Utilities throu ghou tthe United States also are d eferringrate increases or12

implementingrate red u ctions d u ringthis period .These actions provid e some relief to13

cu stomers who are facingahorrible conflu ence of events:an increase in home u tility bills14

(as they are home essentially 24 hou rs perd ay,7 d ays perweek)cou pled withd eclines in15

income.A few examples are su mmarized as follows:16

 D ominion Energy in Sou thC arolinais pu shingbackthe effective d ate for17
its rate increase to M arch1,2021,instead of Janu ary 1,2021.2518

23 https://www.hyd roone.com/abou t/corporate-information/rate-relief.
24 In the Matter of an Application by Halifax Regional Water Commission,D ecision N o.2020 N SUA RB 113(A u g.
27 ,2020).https://nsu arb.novascotia.ca/sites/d efau lt/files/M 0958 9%20-%20 B oard %20D ecision.pd f
25 D ominion Energy wants rate increase pu shed back,tryingto helpcu stomers d u ringpand emic,N B C -2 W C B D
(C harleston,Sou thC arolina),A pril2,2020;see letterfiled by D ominion withthe Sou thC arolinaP u blic Service
C ommission athttps://d ms.psc.sc.gov/A ttachments/M atter/eb126cd 9-68 IV -47 d e-8 b7 d -7 7 598 4d 8 a4e5.
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 M innesotaP owersignificantly red u ced its requ ested rate increase and is1
refu nd ingmore than $12 million to cu stomers to helpalleviate pand emic-2
related financialconcerns.263

 C aliforniaW aterService C o.is eliminatingallsched u led rate increases4
d u ring2020.275

 C helan C ou nty (W ashington)P u blic Utility D istrictis postponing6
previou sly approved increases in electric,water,and wastewaterrates by7
six months to provid e cu stomers some relief d u ringthe pand emic.288

 The C ity of A u stin (Texas)red u ced its electricity rates by abou t4%,9
eliminated the resid entialprice incrementforu sage in excess of 1,00010
kilowatt-hou rs permonth,and red u ced rates forresid entialwaterand11
wastewaterconsu mption by 10%.2912

 P E P C O ,the electric u tility servingthe D istrictof C olu mbiaand13
su rrou nd ingareas,annou nced on Ju ne 1stthatitwou ld forego a$2514
million rate increase sched u led forthis yearin D .C .,make asharehold er15
d onation to its low-income assistance fu nd ,and take otheractions to assist16
cu stomers d u ringthe pand emic.3017

 A reportby M ood y’s Investors Service expects similard elays in nu merou s18
electric,gas,and wateru tility rate proceed ings throu ghou tthe U.S.as a19
way of provid ingsome relief to consu mers d u ringthe pand emic.3120

 M ostrecently,P hilad elphiaW aterD epartmentwithd rew its pend ing21
requ estforincreases in water,wastewater,and stormwaterrates that22
wou ld have become effective in September2020 and September2021.In23
aJu ne 2020 filing,the u tility cited “the on-goingpand emic and the24
u ncertainty overthe anticipated d u ration of continu ingemergency25
measu res.”3226

26 M innesotaP owerP roposes P lan to Resolve Rate Requ estin Response to Economic C hallenges of C O V ID -19;
C u stomers willreceive refu nd on bills and lowerrates u nd erproposalto state regu lators,B u siness W ire,A pril23,
2020.
27 Utility;C alW aterrequ ests ad elay in rate changes,O roville M ercu ry Register(C alifornia),A pril30,2020.
28 C helan P UD d elays rate increase by 6 months,S& P GlobalM arketIntelligence,
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-head lines/chelan-pu d -d elays-rate-
increase-by-6-months-58 0417 0 7 .
29 https://au stinenergy.com/ae/rates/resid ential-rates/resid ential-electric-rates-and -line-items.
30 P E P C O press release,P E P C O P roposes to Freeze D C C u stomerEnergy D elivery Rates Until2022,
https://www.pepco.com/N ews/P ages/P epcoP roposestoFreezeD C C u stomerEnergyD eliveryRatesUntil2022and A ssist
C u stomerswithP and emicEconomicRecovery.aspx.
31 M ood y’s Investors Service,C oronaviru s ou tbreakd elays rate cases,bu tregu latory su pportremains intact,A pril6,
2020,https://www.eenews.net/assets/2020/04/09/d ocu ment_ew_04.pd f.
32 https://www.phila.gov/d epartments/water-sewer-storm-water-rate-board /rate-proceed ings/2020-rate-proceed ing/.
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Q . W hatdo you recommend?1

A . Istrongly recommend thatthe C ommission eitherred u ce rates (as recommend ed by2

O C A ’s otherwitnesses)orataminimu m d eny any rate increase to the C ompany in this3

case.P A W C ’s projections forthe FP FTY cannotbe relied u pon to make reasonable4

find ings orconclu sions abou tits levelof revenu es,expenses,orany of the otherelements5

thatenterinto the ratemakingcalcu lu s.6

M oreover,now is notthe time to impose ad d itional,u navoid able costs on7

consu mers.Resid entialcu stomers are experiencingu npreced ented levels of8

u nemploymentand othereconomic d islocation (su chas red u ced hou rs of work),while9

many are battlingthe C O V ID -19 infection.B u sinesses of allsizes,as wellas local10

governments,schools,u niversities,and nonprofitorganizations are stru gglingto remain11

viable.Iexpectmany willnotbe able to su rvive or,if they d o,itmighttake them months12

oryears to retu rn to pre-pand emic levels of operations.13

To pu tallof this in terms of u tility ratemaking:itwou ld be neitherju stnor14

reasonable forthe C ompany to increase its rates atthis time.The C ommission shou ld15

d eny P A W C ’s requ estin its entirety and keepP A W C ’s existingrates (and allothertariff16

provisions)in effect.17

Q . O therthan the information you provided above,is there anyotherinformation that18

lends su pportto you rrecommendation?19

A . Y es.The C ompany’s filingis based on d ataforthe u tility u nd ernormalcond itions.In20

the historic testyear(twelve months end ingD ecember31,2019),u nd erits existingrates,21

P A W C had perbooks netincome of $17 3.9 million forwateroperations (exclu d ing22
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Steelton).33 This provid ed the C ompany witharetu rn on common equ ity of atleast1

8 .69%.342

Q . H ow does you rrecommendation compare to the recommendation developed bythe3

O C A ’s otherexperts,assu mingwe were notin the midstof apandemic?4

A . Those witnesses’testimonies and exhibits willspeakforthemselves,bu tIcan provid e5

my basic u nd erstand ingof theirin-d epthanalyses of P A W C ’s operations.A s I6

u nd erstand it,the O C A ’s experts have conclu d ed thatP A W C ’s existingrates shou ld be7

red u ced .Ialso wou ld note thatthis assu mes none of P A W C ’s costs orrevenu es are8

affected by the pand emic orthe ongoingeconomic fallou tfrom the pastfew months.9

Iwou ld emphasize thatwe are notlivingu nd ernormalcond itions.B u sinesses,10

smalland large,throu ghou tP ennsylvaniaare facingthe very realprospectof notbeing11

able to pay theirou t-of-pocketexpenses and layingoff mostorallof theirworkforce.12

They are facingnegative retu rns on theirinvestments.Thatis the real-world competitive13

marketthatregu lation is tryingto mirror.14

Iam notsu ggestingthatthe C ompany shou ld have rates thatare inad equ ate to15

ensu re the provision of safe and reliable service to its cu stomers.M y recommend ation16

allows P A W C to continu e operations,recoverallof its expenses,and earn aprofit.M ost17

P ennsylvaniabu sinesses wou ld be absolu tely thrilled if they cou ld pay alltheirbills18

(inclu d ingvariou s increases in expenses thatmay ormay notoccu rnextyear),make all19

of theird ebtpayments,and stillhave enou ghleftoverto earn aprofiton theirequ ity20

33 P A W C Exh.3-A ,p.1.
34 Id .,p.7 0.
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investment.M ostP ennsylvaniabu sinesses wou ld find thatresu ltabsolu tely amazingat1

this time.W hen compared to the economic d evastation grippingits service territory,I2

cannotfind anythingju storreasonable abou tincreasingP A W C ’s rates atthis time.3

M oreover,itis my opinion thatthe C ommission cannotlend any cred ence to4

P A W C ’s projections forthe FP FTY .Thatapplies to essentially every aspectof the5

C ompany’s projections.Since M arch,interestrates have d ropped to nearzero;35 oil6

prices have plu nged ;36 and consu merprices have barely changed .37 N o one can say how7

mu chwaterP A W C willselland to whichcu stomerclasses.H ow many restau rants will8

be open?H ow many child ren willbe in schoolremotely this fall? H ow many colleges9

and u niversities willbe able to stay open this semester?10

B ased on allof these factors,Iconclu d e thatthe C ommission cannothave any11

confid ence in the projections mad e by P A W C forthe FP FTY ;there is simply too mu ch12

u ncertainty.Itwou ld be neitherju stnorreasonable to setrates based on the assu mptions13

the C ompany mad e when itfiled this case in late A pril.V irtu ally every assu mption is14

changingas aresu ltof the pand emic.A s aconsequ ence,itis my opinion thatitis15

reasonable --Iwou ld go so faras to say requ ired --forthe C ommission to reject16

P A W C ’s requ estto increase its rates.The C ommission cannothave any certainty abou t17

35 B oard of Governors of the Fed eralReserve System,P olicy Tools (interestrates were d ecreased to the range of 0%
to 0.25% on M arch16,2020),https://www.fed eralreserve.gov/monetarypolicy/openmarket.htm.
36 U.S.D epartmentof Energy,Energy Information A d ministration,P etroleu m and O therL iqu id s (the price of a
stand ard cru d e oilcontractfellfrom $53.14 on Janu ary 27 to $42.62 on A u gu st24),
https://www.eia.gov/d nav/pet/hist/RC L C 1D .htm.
37 U.S.B u reau of L aborStatistics,C onsu merP rice Ind ex (the C P Ifell0.4% in M arch,0.8 % in A pril,and another
0.1% in M ay),https://d ata.bls.gov/timeseries/C USR0000SA 0 & ou tpu t_view=pct_1mth.The consu merprice levelin
Ju ly was ju st1% higherthan itwas in Ju ly 2019.B u reau of L aborStatistics,U.S.D epartmentof L abor,The
Economics D aily,C onsu merprices increase 1.0 percentin the 12 months end ingJu ly 2020,
https://www.bls.gov/opu b/ted /2020/consu mer-prices-increase-1-point-0-percent-in-the-12-months-end ing-ju ly-
2020.htm (visited A u gu st27 ,2020)..
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the appropriate,ongoinglevelof expenses,interestrates,consu mption patterns,and the1

nu merou s otherfactors thataffectthe d etermination of an appropriate levelof rates.2

Q . If the economic situ ation worsens significantlyand cashflow becomes aconcern for3

the C ompany,are there otheractions itcou ld take?4

A . Y es,one obviou s way to preserve cashis to d eferconstru ction projects thatare not5

need ed to ensu re the cu rrentprovision of safe and reliable service to existingcu stomers.6

Forexample,growth-related projects orsystem rehabilitation activities thatare longer-7

term in natu re (thatis,projects thatare notneed ed to ensu re cu rrentlevels of service8

within the nextsix to 12 months)cou ld be d elayed by severalmonths to preserve cash,if9

necessary.10

In ad d ition,Inote thatotherlarge u tilities have been takingad vantage of the very11

low costof d ebtand issu ing10-yearnotes orbond s athistorically low interestrates.For12

example,Ihave seen head lines recently foragas u tility in A rizonathatissu ed 10-year13

d ebtata2.2% interestrate38 and an electric u tility in the sou thern U.S.thatissu ed 10-14

yeard ebtata1.7 5% interestrate.39 (In contrast,P A W C ’s weighted costof d ebtis in the15

range of 4.5%.)40 This type of low-cost,long-term financingcan helpprovid e au tility16

withthe cashflow need ed to keepits existingrates in effectthrou ghthe pand emic17

withou tsu fferingsignificanteconomic harm.18

38 FitchRates Sou thwestGas C orp’s $450M M N otes ‘A ’;O u tlookStable,
https://www.fitchratings.com/research/corporate-finance/fitch-rates-sou thwest-gas-corp-450mm-notes-a-ou tlook-
stable-01-06-2020.
39 Sou thern C ompany Gas C apitalC orporation,Series 2020 A 1.7 50% SeniorN otes d u e Janu ary 15,2031,
https://www.sec.gov/A rchives/ed gar/d ata/1004155/00010041552000000 8 /gas2020asrnotefinalprosu p.htm.
40 P A W C Exh.3-A ,p.7 0.
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Introdu ction of O C A ’s O therW itnesses1

Q . If the C ommission disagrees withyou and decides to determine P A W C ’s revenu e2

requ irementand rates as if we were notin the midstof apandemic,whatdo you3

recommend?4

A . The O C A is sponsoringthe testimony of five otherwitnesses who willprovid e amore5

trad itionalrate case presentation.In ad d ition,the remaind erof my testimony also6

ad d resses trad itionalrate-case issu es.If the C ommission rejects my recommend ation,I7

wou ld respectfu lly su ggestthatitcarefu lly evalu ate the proposals mad e by the O C A ’s8

otherwitnesses,and allocate any rate change equ itably amongallcu stomers.9

Q . W ho are the O C A ’s otherexpertwitnesses?10

A . RalphSmithsu pports the O C A ’s trad itionalrevenu e requ irements recommend ations in11

O C A Statement2.M r.Smithalso d iscu sses the reasons why P A W C cannotmeetits12

bu rd en of provingthe reasonableness of its FP FTY projections in lightof allof the13

changes cau sed by the pand emic.14

In d evelopinghis recommend ations,M r.Smithrelies on the rate of retu rn analysis15

presented by A aron Rothschild in O C A Statement3.M r.Rothschild also d iscu sses some16

of the pand emic’s effects on capitalmarkets and potentialimpacts on P A W C ’s financing17

costs.18

In O C A Statement4,RogerC olton ad d resses the particu larplightof the19

C ompany’s low-income cu stomers d u ringthis time.H e recommend s changes in the20

C ompany’s billd iscou ntprograms,and related matters to helpallP A W C cu stomers21

afford essentialu tility service.22
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O C A Statement5contains the analyses and recommend ations of B arbara1

A lexand erconcerningcu stomer-service issu es,inclu d ingvariou s provisions of the2

C ompany’s tariffs.3

Finally,awaterand wastewaterengineer,Terry Fou ght,makes several4

recommend ations abou ttechnicalaspects of P A W C ’s waterd elivery and wastewater5

collection systems.H is testimony is marked as O C A Statement6.6

O verview of this C ase7

Q . P lease provide you rgeneralu nderstandingof P A W C ’s proposed revenu e increases8

in this case.9

A . P A W C has proposed to increase its revenu es in Janu ary 2021 by $92.4 million (12.9%).4110

In ad d ition,the C ompany is proposingasecond rate increase to be effective in Janu ary11

2022 whichwou ld increase rates by an ad d itional$46.2 million (5.8 %)above the12

proposed Janu ary 2021 level.4213

M u ltiyearRate P lan (“M Y RP ”)14

Q . Y ou stated thatP A W C ’s proposals in this case inclu de rate increases in both15

Janu ary2021 and Janu ary2022,whichis commonlyreferred to as amu ltiyearrate16

plan (“M Y RP ”).Is this an appropriate case forthe C ommission to considera17

M Y RP ?18

A . N o,itis not.O C A witnesses Rothschild and Smithad d ress variou s aspects of the19

C ompany’s proposed M Y RP and O C A witness A lexand erprovid es cu stomerservice-20

41P A W C Statementof Reasons,p.1.
42 Id .
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related performance metrics if aM Y RP is approved .In ad d ition,based on my experience1

withP A W C and in ju risd ictions thatu se aform of aM Y RP ,there are three factors that2

make aM Y RP inappropriate forthe C ompany atthis time.3

First,as Id iscu ssed above,P ennsylvaniais in the mid stof the C O V ID -194

pand emic.The pand emic is affectingvirtu ally every aspectof d aily life,inclu d ingthe5

way in whichwaterand wastewaterservices are u sed and by whom.There is tremend ou s6

u ncertainty abou thow longthis willlast;whethergovernment,people,bu sinesses,7

institu tions,and others throu ghou tP ennsylvaniawillhave the wherewithalto take the8

actions necessary to controlthe spread of the viru s;and how longitwilltake the9

economy to recover.A s Iexplained ,Ihave seriou s d ou bts abou tthe reliability of10

P A W C ’s fu tu re testyearprojections.Ihave even more concerns abou tthe reliability of11

its fu lly projected testyear.W ithallof this u ncertainty,this is notan appropriate time to12

projectcapitalad d itions,expenses,sales,revenu es,and capitalcosts two years into the13

fu tu re.14

Second ,the pu rpose of aM Y RP is to d elay the filingof the nextrate case while15

provid ingbenefits forcu stomers.L astyear,the C ommission issu ed apolicy statement16

thatd iscu sses the potentialtypes of benefits aM Y RP orotheralternative ratemaking17

mechanism mightprovid e.43 A s faras Ican tell,the C ompany d id notd iscu ss these18

factors in its testimony.19

W hile there are always benefits and d etriments to d elayingarate case,in this20

instance Id o notbelieve itis in the pu blic interestto d elay P A W C ’s nextcase.Ireach21

43 52 P a.C od e § § 69.3301-69.3302.
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this conclu sion based primarily on the fou rthfactorlisted in the policy statement:“H ow1

the ratemakingmechanism and rate d esign limitoreliminate interclass and intraclass cost2

shifting.”44 Iam particu larly concerned abou tthe C ompany’s failu re to propose a3

separate rate forstormwaterservice in three service areas thathave combined sewer4

systems (thatis,systems thattransportsanitary sewage and stormwaterthrou ghthe same5

pipes):Kane,M cKeesport,and Scranton.A s Id iscu ss in more d etailbelow,itis neither6

ju stnorreasonable forP A W C to notcharge any stormwater-related costs to properties7

thatcau se those costs to be incu rred and to instead have allof those costs paid either8

throu ghsewerrates orby watercu stomers.This inequ ity shou ld notbe perpetu ated .To9

the extentthataM Y RP wou ld d elay the nextrate case,itwou ld have the effectof10

d elayingthe implementation of separate stormwaterrates thatwou ld relieve sewerand11

watercu stomers of some of this u nreasonable bu rd en.12

Third ,Ihave worked on rate cases in otherju risd ictions thatrou tinely u se13

M Y RP s,su chas N ew H ampshire and C onnecticu t.In my experience,rates foryears14

beyond the testyear(often referred to as “rate years”)are based on specific anticipated15

costs increases (su chas contractu alwage increases)orspecific capitalplans.B efore the16

startof eachrate year,the u tility willmake afilingthatd ocu ments its actu alexpend itu res17

forthe pre-id entified items and then calcu lates the rate yearincrease and rates.Fu tu re18

rate levels are notsetyears in ad vance;ratheraprocess is established thatallows the19

u tility to u pd ate particu larelements of its costof service,and to prove thatthe increases20

actu ally occu rred ,before implementingafu tu re rate increase.21

4452 P a.C od e § 69.3302(a)(4).
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Q . H ow does thatcompare to the process P A W C proposes in this case?1

A . A s Iu nd erstand it,P A W C is proposingthatthe C ommission d etermine tod ay whatits2

revenu e requ irementwillbe forcalend aryear2022,and thatnothingcan change that3

d etermination.Itwillnotmatterif the C ompany actu ally installs the plantitprojects,4

whethercosts increase ord ecrease,whetherthe C ompany takes ad vantage of historically5

low interestrates to red u ce its capitalcosts,orwhethersales oranythingelse changes6

between now and 2022.In my experience,this is nothow M Y RP s work--no one’s7

forecastingabilities are good enou ghto projectan entire revenu e requ irementtwo years8

from now.This is especially tru e when we have no id eahow the pand emic and its9

aftermathmightaffectwaterd emand ,commod ity prices,inflation,interestrates,orany10

othercomponentof the revenu e requ irement.11

Q . W hatdo you recommend?12

A . Irecommend the C ommission rejectthe C ompany’s requ estforaM Y RP atthis time.13

The C ommission shou ld d etermine rates forwaterand wastewaterservice in this case14

thatwillremain in effectu ntilthe conclu sion of P A W C ’s nextrate proceed ing.A s I15

d iscu ss below,thatcase shou ld inclu d e separate revenu e requ irements and rate16

calcu lations forstormwaterservice in M cKeesport,Kane,and Scranton.17

Review of C ost-of-S ervice S tu dies (“C O S S ”)18

Q . W hatis aC O S S ?19

A . A C O SS is an analysis thatbreaks d own au tility’s costs and investments into nu merou s20

categories,known as fu nctions and classifications.The classified costs are then allocated21

amongthe u tility’s d ifferentclasses of cu stomers to estimate the costof servingd ifferent22
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types of cu stomers.Those costrelationships are then u sed as agu id e in two ad d itional1

steps:(1)d eterminingeachclass’s share of the u tility’s revenu e requ irement,and2

(2)d esigningrates thatreasonably reflectthe reasons why costs are incu rred to serve a3

class of cu stomers.4

Q . D id P A W C prepare aC O S S in this case?5

A . Y es.The C ompany prepared mu ltiple C O SS.P A W C filed two waterC O SS:one for6

Steelton (Rate Zone 5)(P A W C Exh.12-B )and one coveringallotherwaterrate zones7

(P A W C Exh.12-A ).W ithin eachstu d y there are separate sched u les forthe FP FTY and8

the proposed second rate year(calend aryear2022).9

Forwastewater,the C ompany filed six separate stu d ies,eachwithseparate10

sched u les forthe FP FTY and 2022.Stu d ies are provid ed forExeter(P A W C Exh.12-D ),11

Sad sbu ry (P A W C Exh.12-E),and sanitary seweroperations exclu d ingExeterand12

Sad sbu ry (P A W C Exh.12-C ).The C ompany also provid ed separate stu d ies forits three13

wastewaterareas thathave combined sewersystems (“C SS”);thatis,systems that14

provid e bothsanitary sewage service and stormwaterremovalthrou ghasingle network15

of pipes.The C SS stu d ies are forScranton (P A W C Exh.12-F),M cKeesport(P A W C16

Exh.12-G),and Kane (P A W C Exh.12-H ).17

Q . W hatis the pu rpose of this section of you rtestimony?18

A . In this section,Iwillreview the waterand wastewaterC O SS forthe FP FTY before19

consid eration of any su bsid ies.Thatis,in this partof my testimony Iwillrecommend20

any changes to the costof servingeachcu stomerclass u nd erthe C ompany’s proposed21
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revenu e requ irementforthe FP FTY ,bu twithou tconsid eringany su bsid ies to orfrom1

otherrate areas.Iwilld iscu ss su bsid ies in alatersection of the testimony.2

Review of Water COSS (PAWC Exh. 12-A and 12-B)3

Q . W hatis the scope of you rreview of the waterC O S S ?4

A . Ireviewed bothwaterC O SS (P A W C Exhibits 12-A and 12-B ).Ihave id entified changes5

thatneed to be mad e in the main stu d y (Exhibit12-A ).Ihave notid entified any changes6

thatshou ld be mad e in the Steelton stu d y (Exhibit12-B ).Thu s,the remaind erof this7

section willd iscu ss the FP FTY stu d y forthe bu lkof P A W C ’s wateroperations (P A W C8

Exh.12-A ).M y d iscu ssion is limited to the FP FTY forease of presentation.The same9

ad ju stments need to be mad e to the C O SS forthe second rate yearif the C ommission10

d ecid es to setrates for2022 atthis time.To be clear,in the remaind erof this section,11

when Ireferto the “waterC O SS”Iam referringto P A W C Exhibit12-A .12

Q . D u ringthe discoveryprocess,did P A W C identifyanyerrors in the waterC O S S ?13

A . Y es.The C ompany id entified two minorerrors in the C O SS concerningthe allocation of14

O therW aterRevenu es -Rents from O therP roperties (O C A V III-006)and accou nt15

311.54 (P u mpingEqu ipmentT& D rate base)(O C A V III-010).M y C O SS resu lts16

(d escribed below)reflectthese two corrections.17

Q . A re there anyotheritems in the waterC O S S where you disagree withan18

assu mption orcalcu lation made bythe C ompany?19

A . Y es,Iam proposingthree ad ju stments to the waterC O SS.20
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Q . W hatis you rfirstadju stment?1

A . The C ompany’s waterC O SS allocated late paymentfees based on the totalcostto serve2

eachcu stomerclass (factor20).In response to O C A V III-004,the C ompany provid ed3

the actu allate paymentfee revenu es by cu stomerclass forthe historic testyear(calend ar4

year2019).Ipropose to u se eachclass’s actu alcontribu tion to late paymentfee revenu es5

to d etermine the percentage of FP FTY late paymentfees thatshou ld be allocated to each6

cu stomerclass.Ishow the calcu lation of this factor(new factor23)compared to7

P A W C ’s factor20 on Sched u le SJR-6.8

Q . W hatis you rsecond adju stmentto the C O S S ?9

A . M y second ad ju stmentis to reflectu pd ated information abou tthe nu mberof shared10

service lines throu ghou tP A W C ’s service area.Shared service lines can existin old er11

parts of the system when two cu stomers (thatis two meters)share asingle service line.12

This mighthave occu rred in old ercommu nities when aseparate d wellingwas bu ilt13

behind an existinghou se,orwhen asingle family home was converted to ad u plex.14

The C O SS assu mes there are 17 ,356 shared service lines:16,408 in the15

Resid entialclass and 948 in the C ommercialclass.45 In response to O C A V II-001,16

however,the C ompany’s V ice P resid entof O perations stated thatthere are approximately17

21,000 shared service lines throu ghou tthe system.Ihave mod ified the calcu lations in18

the waterC O SS to reflect21,000 shared service lines,d ivid ed between the Resid ential19

45 See response to O C A V III-009 forapproximate nu mbers and an explanation.The actu alnu mbers are fou nd in the
formu las u sed to calcu late factor11 in the waterC O SS Excelmod el,metertab,cells H 65and L 65.
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and C ommercialclasses in the same proportion u sed in the originalC O SS (94.5%1

Resid entialand 5.5% C ommercial).2

Q . P lease describe you rfinaladju stmentto the waterC O S S .3

A . M y third ad ju stmentto P A W C Exhibit12-A is to change the allocation of cu stomer4

contribu tions thatwere booked when P A W C acqu ired the waterassets of C itizens5

Utilities C ompany.In response to O C A V III-003,P A W C states thatmostof the6

contribu tions related to d istribu tion mains,so itallocated the contribu tions u singthe7

same factoru sed to allocate d istribu tion mains (factor4).8

Id o notd isagree withthatrationale,howeverthe response to O C A V III-003also9

shows thatC itizens Utilities d id nothave any mu nicipalorotherwateru tility cu stomers.10

A s aresu lt,Ihave calcu lated anew factor(factor24)based on factor4,bu trecognizing11

thatthe P u blic and O therW aterUtility classes cou ld nothave mad e any of those12

contribu tions.Ishow the calcu lation of this new allocation factoron Sched u le SJR-7 .13

Q . H ave you recalcu lated the waterC O S S to reflectthe corrections and adju stments14

you described above?15

A . Y es.O n Sched u le SJR-8 ,Ishow the resu lts aftermakingallof the changes Id escribed in16

the waterC O SS compared to the resu lts presented in P A W C Exh.12-A forthe FP FTY .17

The resu lts are foreachclass’s costof service before any su bsid ies are inclu d ed foreither18

Steelton wateroperations orany wastewateroperations,as shown in P A W C Exh.12-A ,19
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Sched u le A ,colu mn 2 forthe FP FTY .46 Itcan be seen thatthese changes resu ltin1

red u cingthe Resid entialclass’s costof service by approximately $8 15,000.2

Review of Sanitary-Only Sewer COSS (PAWC Exhs. 12-C, 12-D, and 12-E)3

Q . W hatis the scope of you rreview of the wastewaterC O S S forsanitary-onlysewer4

systems?5

A . Ireviewed the C O SS foreachof the sanitary-only sewerareas:P A W C Exhibits 12-C ,6

12-D ,and 12-E.7

Q . A re you recommendinganyadju stments to the sanitary-onlyC O S S in P A W C8

E xhibits 12-C ,12-D ,and 12-E ?9

A . N o,Iam notrecommend ingany ad ju stments in those stu d ies.10

Review of Combined Sewer System (“CSS”) COSS (PAWC Exhs. 12-F,11
12-G, and 12-H)12

Q . W hatis the scope of you rreview of the wastewaterC O S S forcombined sewer13

systems?14

A . Ireviewed the C O SS foreachof the C SS areas:P A W C Exhibits 12-F,12-G,and 12-H .I15

have aseriou s concern withthe treatmentof stormwater-related costs in eachof the16

C O SS.17

Q . B efore you discu ss the details of the C O S S ,whatis stormwateru tilityservice?18

A . Stormwateru tility service is d esigned to safely,and in compliance withenvironmental19

regu lations,remove stormwaterflows (also known as ru noff)from aservice area’s20

46 P A W C Exh.12-A ,p.7 .



Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 41

streets,rights of way,parkinglots,roofs,sid ewalks,and otherimperviou s su rfaces.1

Unlike otheru tility services,stormwaterflows are notsu bjectto beingseparately2

metered ,and they are notd irectly related to the consu mption of anotherservice thatcan3

be d irectly measu red .4

Q . Is the lackof meteringthe onlyimportantdifference between stormwaterservice5

and otheru tilityservices?6

A . N o,there are atleasttwo otherimportantd ifferences.First,asignificantportion of7

stormwaterflows arise from pu blic streets and rights of way.Iwillreferto these as right-8

of-way flows.Right-of-way flows are ashared responsibility of everyone in the service9

area.There are d ifferentmethod s thatcan be u sed to recoverright-of-way-related costs;10

bu twhatevermethod is chosen,the charge forthatservice is neitheravoid able,11

controllable,norcau sed by any ind ivid u alcu stomer.12

Q . A re stormwaterservice and wastewaterservice fu ndamentallydifferentservices?13

A . Y es,they are.W astewateru tility service involves ru nningpipes from eachproperty to a14

centralized wastewatertreatmentplantwhere the wastewateris treated priorto d ischarge15

in areceivingwater(lake,stream,river,etc.).The cu stomercontrols its wastewater16

prod u ction and d isposal,collectingthe wastewaterprod u ced in the bu ild inginto apipe17

(the wastewaterservice line)thatconnects to the wastewateru tility’s wastewatermain.18

Throu ghou tthe process,wastewateris prod u ced and controlled by the cu stomerthen19

transferred to the u tility ataspecific point.20

In contrast,stormwaterservice is notd irectly controlled by cu stomers or21

contained in pipes throu ghou tthe process.Stormwateris generated by precipitation --22
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rainfalland the meltingof snow and ice.Some stormwaterfalls on perviou s,u nfrozen1

grou nd thatcan absorb some (bu tu su ally notall)of the stormwater.O therstormwater2

falls on roofs,streets,sid ewalks,frozen grou nd ,and otherlargely imperviou s su rfaces3

where the stormwateris notabsorbed and flows d ownhill.Thu s,moststormwaterd oes4

notbegin as acontrolled ,piped flow of water.The pu rpose of astormwatercontrol5

system,therefore,is to d irectthe flow of thatru noff so thatitd oes notcreate flood ingon6

private property orpu blic streets and highways.This occu rs by grad ingproperties,7

parkinglots,and d riveways to controlthe flow of stormwater,d esigningstreets to d irect8

the flow of stormwater(whichis one reason cu rbs are so importanton u rban streets).9

installingstormwaterretention basins to red u ce peakstorm flows,maintainingstreets to10

ensu re aproperflows of stormwater(forexample by cleaningstreets,repairingcu rbs,11

and cleaningstorm d rains),and u ltimately have stormwaterenterstorm d rains thatcollect12

stormwaterin anetworkof pipes.13

In aseparate system of storm sewers,the stormwateris d irectly d ischarged to a14

bod y of waterwithlittle orno treatment.In asystem thatcombines storm sewers and15

sanitary sewers,stormwaterflows commingle withwastewaterflows and shou ld be16

d irected to awastewatertreatmentplant.Some old ercombined systems,however,are17

notsized large enou ghto hand le the combined flows,so they have whatare known as18

“combined seweroverflows”(“C SO ”)thatd ivertsome of the combined flow before it19

reaches the wastewatertreatmentplantand d irectly d ischarges u ntreated wastewaterand20

stormwaterto the receivingwater.O ne of the importantclean-waterinitiatives of the21

pasttwo d ecad es is to greatly red u ce orentirely eliminate the u se of C SO s.22
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Thu s,stormwatercontrolinvolves nu merou s facilities,inclu d ingcatchbasins,1

streets and cu rbs,storm d rains,stormwaterpipes (where there is aseparate system),and2

C SO controlfacilities (in acombined stormwater-wastewatersystem).3

The biggestd ifference between stormwaterand wastewater,therefore,is thata4

cu stomerd oes notcreate stormwaterbu tmay have some ability to controlit,and most5

stormwaterflows above grou nd u ntilitu ltimately reaches astorm d rain.In contrast,a6

cu stomerd irectly creates and controls allwastewaterflows and allof those flows are7

piped d irectly into the wastewatersystem.8

Q . W hatis the second significantdifference between stormwaterservice and other9

u tilityservices,su chas waterand wastewaterservice?10

A . The second importantd ifference is thatthe controlof stormwaterlies withthe entity11

responsible forthe property whichmay be d ifferentfrom the entity thatu ses otheru tility12

services on the property.Forexample,atenantin aresid ence orretaillocation may be13

responsible forpayingthe waterand sewerbills,bu tthe tenantgenerally has no control14

overhow the property hand les stormwater.Stormwatercontrols may inclu d e ensu ring15

thatgu tters d o notflow onto streets orsid ewalks,thatstormwaterd etention areas are16

properly sized and maintained ,and thatparkinglots ord riveways are d esigned to avoid17

ru noff onto streets orsid ewalks.18

Itis importantthatthe entity thathas responsibility forstormwatercontrol19

(u su ally the property owner)is responsible forstormwatercosts associated withthe20

property.In this way,the property ownercan be given an appropriate incentive to21

controlstormwaterflows from the property into the C SS.22
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Q . Is there arecognized wayto charge forstormwaterservice?1

A . Y es,there are hu nd red s of commu nities and u tilities thathave separate fees orcharges for2

stormwaterservice.Eachyear,W estern Kentu cky University cond u cts asu rvey of3

stormwaterfees and charges.The mostrecentsu rvey was pu blished in 2019 and is4

available atno charge online.47 A ccord ingto thatsu rvey,there are more than 1,7 005

u tilities orcommu nities in the United States thathave separate fees forstormwater6

service,inclu d ing27 in P ennsylvania.7

Q . H ow are moststormwaterfees stru ctu red?8

A . From the su rvey,itappears thatmoststormwaterfees in the United States,and nearly all9

su chfees in P ennsylvania,are based on ameasu re of the imperviou s su rface areaof the10

property.A typicaloraverage resid entialareais then calcu lated (known as an Equ ivalent11

Resid entialUnit,orERU),and thatbecomes the basis forstormwatercharges forlarger12

non-resid entialproperties.Utilities also may provid e fee red u ctions forproperties that13

significantly controlstormwaterflows.14

Q . Is itreasonable to collectstormwater-related costs based on imperviou s property15

areaorothercharacteristics of the property?16

A . Y es.In my opinion,thatis the fairestway to collectstormwatercosts from the pu blic.It17

is consistentwithwell-established regu latory and ju d icialpreced ents abou tprinciples of18

47 C .W arren C ampbell,Western Kentucky University Stormwater Utility Survey 2019 (hereafter“W .Ky.Su rvey”),
https://d igitalcommons.wku .ed u /cgi/viewcontent.cgi?article=1000 & context=seas_facu lty_pu bs
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costcau sation and the d etermination of rates thatare ju st,reasonable,and non-1

d iscriminatory.2

Q . A re there otherreasons to u se propertycharacteristics,ratherthan wateru se,to3

allocate and collectstormwatercosts?4

A . Y es.There are many properties thatcontribu te stormwaterflows bu tare notcu stomers5

of the waterorwastewatersystem.Examples can inclu d e parkinglots,parking6

stru ctu res,some ou td oorrecreation facilities (su chas basketballortennis cou rts),among7

others.8

Q . C an au tilityhave asignificantnu mberof stormwater-onlycu stomers?9

A . Y es.Ican provid e two examples from my recentexperience.In its cu rrently pend ing10

rate case before the C ommission,the P ittsbu rghW aterand SewerA u thority estimates11

thatitwillhave approximately 8 ,000 stormwater-only cu stomers when itproposes12

stormwaterrates laterthis year,compared to abou t100,000 wastewatercu stomers13

cu rrently.In arate case conclu d ed in late A u gu st2020,the H alifax RegionalW ater14

C ommission (whichhas had stormwaterrates forseveralyears)stated ithad more than15

19,000 stormwater-only cu stomers compared to approximately 7 5,000 wastewater16

cu stomers.17

Q . H ow does P A W C allocate and collectstormwater-related costs in combined systems18

(S cranton,M cKeesport,and Kane)?19

A . The C ompany proposes to allocate allstormwater-related costs in the same manneras20

infiltration and inflow (“I& I”)costs in asanitary sewersystem.P A W C is notproposing21
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to have aseparate rate forstormwaterservice in any rate area.So stormwatercosts1

wou ld be collected from sanitary wastewatercu stomers throu ghthe stand ard cu stomer2

and flow charges,orfrom watercu stomers throu ghasu bsid y.3

Q . W hatis the C ompany’s rationale fornothavingaseparate stormwaterfee?4

A . In response to I& E RS-16-D ,the C ompany states thatthe C ommission has neverord ered5

itto have aseparate stormwatercharge and thatsince sanitary sewage and stormwaterare6

commingled in aC SS,itis “reasonable to continu e recoveringthe costof collectingand7

treatingwastewater(inclu d ingstormwatercombined withwastewater)throu ghrates that8

are based u pon waterconsu mption.”9

Q . W hatis the C ompany’s rationale forallocatingstormwater-related costs in aC S S in10

the same manneras allocatingI& Iin asanitarysewersystem?11

A . In response to O C A IV -018 and O C A IV -025,the C ompany cites to M anu alof P ractice12

N o.27 ,Financing and Charges for Wastewater Systems pu blished by the W ater13

EnvironmentFed eration (“W EF M anu al”).14

Q . A re you familiarwiththe W E F M anu al?15

A . Y es,Iam.The W EF M anu alis the stand ard reference on cost-of-service stu d ies,rate16

d esign,and otherratesettingtopics forwastewateru tilities.17

Q . Is the C ompanycorrectthatthe W E F M anu alsu pports allocatingstormwatercosts18

in the same manneras I& Icosts?19

A . N o.P A W C witness H eppenstall’s citation to the W EF M anu alin the response to O C A20

IV -025is to the third ed ition of the manu alpu blished in 2004.In 2018 ,the fou rthed ition21
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of the W EF M anu alwas pu blished and itinclu d es mu chmore information abou t1

allocatingstormwater-related costs and how to collectthose costs from cu stomers.2

Ind eed the fou rthed ition of the W EF M anu alcontains acompletely new chapteron “W et3

W eatherFinancingand C ostRecovery”whichIhave reprod u ced as Sched u le SJR-9.4

The chapterbegins withan introd u ction whichstates,in part:“The characteristics5

of wetweatherflows and theirpotentialenvironmental,economic,and commu nity6

effects are qu ite d ifferentfrom thatof grou nd waterinflow and infiltration (I/I)thatoccu r7

natu rally in awastewatersystem.”48 The textcontinu es to explain that“many wastewater8

u tilities,especially those withaC SS”are facingsignificantstormwatercontrolcosts that9

itmay notbe reasonable orfairto collectthrou ghtrad itionalwastewaterrates.In10

ad d ition,ratesettingprinciples su chas fairness,alongwithprovid ingincentives for11

property owners to red u ce stormwaterflows,su ggestthe need foraseparate stormwater12

fee.4913

Q . D oes the 2018 edition of the W E F M anu alsu pportthe C ompany’s view thatbecau se14

sanitarysewage and stormwaterbecome commingled in aC S S thatallcosts shou ld15

be collected based on wateru sage?16

A . N o,the W EF M anu ald oes notsu pportthe C ompany’s view.The chapterinclu d es a17

d iscu ssion of costallocation and rate d esign.Forexample,the W EF M anu alstates:18

“C ostrecovery approaches thatrecoverallof wetweatherrevenu e requ irements based19

entirely on sewercharges … may provid e forad ministrative simplicity and ease of20

48 Sched u le SJR-9,p.3(W EF M anu alp.18 4).
49 Id .
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cu stomeru nd erstand ing.H owever,su chapproaches may affectequ ity of costrecovery.1

Sewercharges are typically based on the volu me of wateru sage … which[has] very2

limited correlation to the magnitu d e of aproperty’s wetweathercontribu tion.Therefore,3

othercostrecovery mechanisms su chas an imperviou s area-based wetweatherfee cou ld4

be integrated to au ser-fee rate stru ctu re portfolio.”505

The W EF M anu alalso explains the importance of provid ingproperty owners with6

an opportu nity to red u ce theirfees by red u cingwetweatherflows,callingit“an integral7

and essentialcomponentof any u serfee costrecovery approach.”518

Q . A re there otherindications thatthe W aterE nvironmentFederation considers it9

importantto have separate fees forstormwaterservice?10

A . Y es,in 2013W EF pu blished anearly 200-page manu alsolely to ad d ress appropriate11

approaches forstormwaterprograms,inclu d inghow to d evelopfees orcharges for12

stormwaterservice.5213

Q . D oes the P u blic UtilityC ode’s definition of “wastewater”as inclu dingstormwater14

affectyou ranalysis of this issu e?15

A . N o.The d efinition in the P u blic Utility C od e clarifies thatitis lawfu lforaprivate16

company to provid e stormwaterservice;itd oes notmand ate any particu larratemaking17

treatmentforthe provision of thatservice.Forexample,the C od e requ ires the18

C ommission to regu late electricity d istribu tion service provid ed by aprivate company,19

50 Id .,p.8 (W EF M anu alp.18 9).
51 Id .,p.9 (W EF M anu alp.190).
52 W aterEnvironmentFed eration,User-Fee-Funded Stormwater Programs (2nd ed .2013).
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bu titd oes notprohibitthe C ommission from establishingrates and terms of service for1

d ifferenttypes of electricity d istribu tion,su chas service provid ed atd ifferentvoltages,2

interru ptible service,and so on.Even withwastewaterservice,the C ommission has3

established separate rates and cond itions forthe provision of ind u strialwastewater4

service (requ iringpretreatmentand settingthe costs of thatservice),as compared to5

d omestic wastewaterservice,even thou ghthe flows are u ltimately commingled in the6

same sewermains.The explicitinclu sion of stormwateras partof wastewaterd oes not7

eliminate the need forthe C ommission to d etermine the costof provid ingstormwater8

service ord eterminingwho shou ld pay those costs.9

Q . A re moststormwatercharges throu ghou tP ennsylvaniabased on aproperty’s10

characteristics as the W E F M anu aldiscu sses?11

A . Y es.A ccord ingto the W estern Kentu cky University su rvey Id iscu ssed above,of the 2712

stormwateru tilities in P ennsylvania19 u se an ERU method whichis based on13

imperviou s areaorsimilarproperty characteristics.14

Q . W hatdo you recommend?15

A . Istrongly recommend thatthe C ommission ord erP A W C to d evelopastormwaterfee to16

collectstormwater-related costs in the three C SS rate zones (Scranton,M cKeesport,and17

Kane).C ollectingstormwatercosts based on waterconsu mption oron aper-cu stomer18

basis is grossly u nfair,especially to tenants and smallerproperties withlittle imperviou s19

su rface area.M oreover,failingto recognize thatproperties thatare notwastewater20

cu stomers (su chas parkinglots and others Imentioned above)can contribu te21
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significantly to stormwaterflows makes the collection of stormwatercosts throu gh1

wastewaterrates u nd u ly d iscriminatory and grossly u nreasonable.2

Q . C an aseparate stormwaterrate be established in this case?3

A . N o.P A W C has notd one the worknecessary to d etermine the imperviou s areaof4

properties and has notid entified stormwater-only cu stomers (owners of leased properties,5

parkinglots,etc.).Thu s,none of the billingu nits existthatwou ld be necessary to6

d evelopreasonable,cost-based stormwaterrates.7

Q . A re stormwater-related costs significantin the C S S rate zones?8

A . Y es,stormwater-related costs are very significantin the C SS rate zones.Isu mmarize9

these costs from P A W C ’s C O SS foreachzone in Table 1.Itcan be seen that10

stormwater-related costs accou ntforapproximately 46% of the revenu e requ irementin11

these rate zones.12

Table 1:S tormwater-related costs as apercentof revenu e requ irement53

Rate A rea
Revenu e

Requ irement
S tormwaterC osts

S tormwateras
P ercentof Total

Scranton W W $34,7 54,312 $14,08 3,139 40.5%
M cKeesportW W 30,047 ,58 2 16,27 9,8 8 2 54.2%
Kane W W 3,28 7 ,466 7 8 5,906 23.9%
Total $68 ,08 9,360 $31,148 ,927 45.7 %

53 From Sched u le D of eachC O SS,P A W C Exhibits 12-F,12-G,and 12-H .
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1

Q . H ow do you propose thatrates shou ld be setin C S S rate zones in this case?2

A . Given the inability to d evelopd efensible stormwaterrates in this case,and the3

C ompany’s impropercomminglingof stormwaterand sanitary sewage costs in its C O SS,4

Ipropose thatexistingrates in the C SS rate areas shou ld be increased by an equ al5

percentage (an “across the board ”increase).54 The C O SS in combined sewerareas are6

d riven,in many cases,by stormwaterflows and neitherwaterconsu mption northe mere7

nu mberof cu stomers is an appropriate way to collectstormwater-related costs.I8

recognize thatan across-the-board increase perpetu ates the inequ ity inherentin a9

commingled rate,bu tany attemptto mod ify those rates withou tthe necessary d atawou ld10

su fferfrom the same infirmity and ru ns the riskof movingrates even fu rtheraway from11

the costof service.Id iscu ss more d etails abou trate d esign in alatersection of this12

testimony.13

D evelopingaS ou nd P u blic P olicyon S u bsidies,V alu ation,and14

Rate C onsolidation15

Relationship between Sections 1311(c) and 1329 of the Public Utility Code16

Q . Y ou rdiscu ssion of cost-of-service stu dies focu sed on costs before anysu bsidies.17

W hattypes of su bsidies are the C ompanyproposing?18

A . The C ompany is proposingto have its Rate Zone 1 watercu stomers provid e tens of19

millions of d ollars in su bsid ies to watercu stomers in otherrate areas and to all20

wastewatercu stomers.21

54 There is an exception forthe P ortV u e rate areaof M cKeesportthatId iscu ss in the Rate D esign section,below.
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Q . To the bestof you rknowledge,are the su bsidies based on specific provisions in the1

P u blic UtilityC ode?2

A . Y es,Iam ad vised by cou nselthatthe relevantstatu tory provisions are Sections 1311(c)3

and 1329 of the C od e.Forau tility like P A W C thatprovid es bothwaterand wastewater4

service,section 1311(c)allows,bu td oes notrequ ire,the C ommission to “allocate a5

portion of the wastewaterrevenu e requ irementto the combined waterand wastewater6

cu stomerbase if in the pu blic interest.”557

Section 1329 allows awaterorwastewateru tility to pay more than d epreciated8

originalcostforthe assets of otherwaterorwastewaterprovid ers,and to inclu d e the9

pu rchase price (ratherthan netoriginalcost)in the rate base.56 B y inclu d ingthe pu rchase10

price in rate base,the C ompany is chargingcu stomers higherrates than wou ld have been11

permitted u nd eroriginal-costratemaking.The C ommission’s policy of grad u ally moving12

toward rate consolid ation (also known as single-tariff pricing),in conju nction withany13

rate increase limits thatmay be partof the acqu isition transaction,can resu ltin Rate Zone14

1 watercu stomers payingad d itionalsu bsid ies to su pportthe acqu ired cu stomers.15

Q . W hatsu bsidies are P A W C proposingforthe FP FTY ?16

A . Table 2 shows thatRate Zone 1 watercu stomers are beingasked to provid e $34.6 million17

in su bsid ies to otherwaterand wastewatercu stomers,of which$32.8 5million is goingto18

wastewatercu stomers.The breakd own of these amou nts by cu stomerclass is shown in19

55 66 P a.C .S.§ 1311(c).
56 66 P a.C .S.§ 1329(c)(2)states:“The ratemakingrate base of the sellingu tility shallbe the lesserof the pu rchase
price negotiated by the acqu iringpu blic u tility orentity and sellingu tility orthe fairmarketvalu e of the selling
u tility.”66 P a.C .S.§ 1329(d )(5)states:“The sellingu tility’s costof service shallbe incorporated into the revenu e
requ irementof the acqu iringpu blic u tility as partof the acqu iringu tility’s nextbase rate case proceed ing.”
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the C ompany’s response to I& E RS-23-D attached to this testimony.The proposed1

wastewatersu bsid ies have the effectof increasingRate Zone 1 waterrates by 4.9% (the2

proposed su bsid y to Steelton waterincreases Zone 1 rates by 0.3%).Stated d ifferently,3

41% of the proposed FP FTY Rate Zone 1 increase of $7 9.25million is to provid e4

su bsid ies to wastewatercu stomers.5

Table 2:P A W C P roposed S u bsidies from Rate Zone 1 W aterC u stomers57

Rate A rea
Revenu e

Requ irement
P A W C P roposed

Revenu es
S u bsidy

Steelton water $ 5,18 9,8 52 $ 3,413,023 $ (1,7 7 6,8 29)
W astewaterexcl.
Sad sbu ry & Exeter58 33,213,134 30,7 8 5,011 (2,428 ,123)
ExeterW W 15,130,505 11,07 1,133 (4,059,37 2)
Sad sbu ry W W 1,8 38 ,38 6 959,8 53 (8 7 8 ,533)
Scranton W W 34,7 54,312 26,297 ,265 (8 ,457 ,047 )
M cKeesportW W 30,047 ,58 2 14,503,07 3 (15,544,509)
Kane W W 3,28 7 ,466 1,8 03,48 2 (1,48 3,98 4)
Total $123,461,237 $8 8 ,8 32,8 40 $ (34,628 ,397 )

6

Q . D oes the magnitu de of the su bsidies proposed to be paid bywatercu stomers7

concern you ?8

A . Y es,itd oes.Iam particu larly trou bled by the proposed su bsid ies forsystems thatwere9

acqu ired u singthe so-called “fairmarketvalu e”provisions of Section 1329.The10

C ompany makes itseem as if its investors are provid ingthe compensation to selling11

mu nicipalities,bu tin factthe C ompany is requ iringits statewid e watercu stomers to pay12

mostof the costs associated withthe above-costacqu isitions.This is mad e even more13

57 From Sched u le A of eachC O SS,exceptSad sbu ry whichis from the corrected C O SS provid ed as an attachmentto
I& E RS-23-D .
58 Revenu e requ irementexclu d es $67 1,27 5paid by Sad sbu ry.
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apparentwiththe C ompany’s proposed Regionalization and C onsolid ation Su rcharge that1

Id iscu ss below.2

Q . W hichof the acqu isitions in Table 2 tookplace u nderS ection 1329?3

A . A llof the acqu isitions in Table 2,exceptScranton wastewater,occu rred u nd erSection4

1329.Table 3,compiled from the O C A ’s record s of eachtransaction and my review of5

the C ommission’s d ocketforeachcase,su mmarizes some of the key facts of each6

transaction.A llfigu res in the table are as of the time of the acqu isition.L aterIwill7

compare the acqu isition rate base to the FP FTY rate base.8

Table 3:S u mmaryof S ection 1329 Transactions
($ million,exceptcu stomers)

Rate A rea
C losing

D ate
C u stomers

N etO riginal
C ost

($ million)

§ 1329
Rate B ase
($ million)

D ifference
($ million)

P A W C
C ostto

C u stomers
@ 14% 59

Steelton water 10/9/2019 2,415 14.43 20.50 6.07 0.8 5
ExeterW W 10/24/2019 9,015 40.06 92.00 51.94 7 .27
Sad sbu ry W W 3/6/2019 998 7 .48 8 .30 0.8 2 0.11
M cKeesportW W 12/18 /2017 12,7 00 8 0.09 158 .00 7 7 .91 10.91
Kane W W N otclosed 2,019 12.07 17 .56 5.49 0.7 7
Total 27 ,147 154.13 296.36 142.23 19.91

9

Q . H ow do Tables 2 and 3related to eachother?10

A . The lastcolu mn in Table 3shows the amou ntby whichSection 1329 increased the11

revenu e requ irements to P A W C cu stomers --atotalof $19.91 million.The lastcolu mn12

59 C onversion of rate base increase to revenu e requ irementat14% is calcu lated as (income available forretu rn +
income taxes +d epreciation expense)÷ originalcostrate base.Und erthe C ompany’s claims forthe FP FTY from
P A W C Exh.12-A ,this formu lais:($265.027 million +$58 .7 21 million +$143.246 million)÷ $3,304.57 0 million,
whichequ als 14.13%.
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in Table 2 shows the amou ntby whichtotalcosts in the acqu ired systems are proposed to1

be transferred to Rate Zone 1 watercu stomers.In Table 4,Iplace these nu mbers sid e-2

by-sid e and show that,in fact,P A W C ’s watercu stomers are beingasked to bear100% of3

the Section 1329 costincrease.4

Table 4:P A W C P roposed P ercentage of S ection 1329 S u bsidy
to be P aid byRate Zone 1 W aterC u stomers

Rate A rea

P A W C P roposed
S u bsidybyZone

1 C u stomers
(Table 2)

S ection 1329
Revenu e

Requ irement
Increase
(Table 3)

P ercentof S ection
1329 Increase

B orne byZone 1
W aterC u stomers

Steelton water ($1,7 7 6,8 29) $ 8 50,000 100%
ExeterW W (4,059,37 2) 7 ,27 0,000 56%
Sad sbu ry W W (8 7 8 ,533) 110,000 100%
M cKeesportW W (15,544,509) 10,910,000 100%
Kane W W (1,48 3,98 4) 7 7 0,000 100%
Total ($23,7 43,227 ) $19,910,000 100%

5

Table 4 shows thatZone 1 watercu stomers are beingasked to provid e su bsid ies6

totaling$23.7 4 million to the systems acqu ired u nd erSection 1329.Thatamou nt7

inclu d es the entire revenu e requ irementassociated withthe increase in rate base cau sed8

by Section 1329 ($19.91 million),plu s an ad d itional$3.8 million to su bsid ize operating9

costs in the acqu ired systems.10

Limiting Subsidies Between Water and Wastewater11

Q . A s you discu ssed above,S ection 1311(c)states the C ommission “mayallocate a12

portion of the wastewaterrevenu e requ irementto the combined waterand13

wastewatercu stomerbase if in the pu blic interest.”To the bestof you rknowledge,14
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has the C ommission issu ed anyorders,ru lemakings,orpolicystatements that1

indicate how itwillu se this discretion ordetermine whetheritis “in the pu blic2

interest”to au thorize an allocation of the wastewaterrevenu e requ irementto water3

cu stomers?4

A . N o.To the bestof my knowled ge,as confirmed by O C A ’s cou nsel,the C ommission has5

notissu ed any ord ers,policy statements,proposed regu lations,orotherd ocu ments that6

setforthany criteriaforhow itwou ld d etermine whetherto u se its d iscretion to permitan7

allocation of aportion of the wastewaterrevenu e requ irementto watercu stomers.8

Q . D oes the statu te contain anygu idelines ordirectives to the C ommission on how to9

determine whethersu chan allocation is in the pu blic interest?10

A . N o.B ased on my read ingof the statu te,there are no gu id elines,d irectives,ord efinitions11

of whatitmeans forsu chan allocation to be in the pu blic interest.The General12

A ssembly leftthis matterto the C ommission’s d iscretion.13

Principles to Evaluate the Public Interest14

Q . B ased on you rexperience as bothaP ennsylvaniaregu latoryattorneyand an expert15

witness on rate design and costallocation,do you have anyrecommendations to the16

C ommission forhow to determine whethersu chan allocation is in the pu blic17

interest?18

A . Y es.A tthe ou tset,Irecognize thatd efiningthe “pu blic interest”can be d ifficu lt.There19

can be more than one aspectof “the pu blic”thatis interested in,and affected by,any20

pu blic policy issu e.In this instance,there are atleasttwo d istinctelements of the21

affected pu blic:the u tility’s wastewatercu stomers and the u tility’s watercu stomers.In22
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ad d ition,establishingaregu latory policy on this issu e cou ld affectfu tu re acqu isitions or1

d ivestitu res of waterorwastewaterassets by the u tility.So the “pu blic interest”cou ld2

inclu d e aconsid eration of policies thatpromote the cost-effective provision of safe and3

reliable waterand wastewaterservice throu ghou tthe C ommonwealth.4

Q . Is there arange of options the C ommission cou ld u se to implementS ection 1311(c)?5

A . Y es,the C ommission can choose from awid e variety of options thatwou ld be consistent6

withthe langu age in Section 1311(c),bu tthatmightnotbe consistentwithwell-7

established regu latory principles.A tone extreme,the C ommission cou ld d o nothing.A s8

Iu nd erstand it,Section 1311(c)is d iscretionary notmand atory.So the C ommission9

cou ld choose to allocate none of the wastewaterrevenu e requ irementto watercu stomers.10

Su chad ecision wou ld be lawfu l,bu twou ld notaccomplishan importantpu rpose of the11

statu te,whichis to provid e some relief to wastewatercu stomers in relatively small12

service areas.13

A tthe otherextreme,the C ommission cou ld allocate the entire wastewater14

revenu e requ irementto watercu stomers.In this case,u nd erP A W C ’s proposed revenu e15

requ irement,the costallocated to watercu stomers wou ld be approximately $118 million16

instead of the approximately $34 million the C ompany proposed .A d d ingthe extra$8 417

million to the waterrevenu e requ irementwou ld increase rates by 17 % compared to the18

stand -alone revenu e requ irementof Rate Zone 1.O nce again,while provid ingfree19

wastewaterservice to some cu stomers mightbe lawfu lu nd erSection 1311(c),thatd oes20

notmake itareasonable regu latory policy.Ind eed ,provid ingfree wastewaterservice21

wou ld violate anu mberof established regu latory principles,su chas ensu ringthatrates22
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are fairto allcu stomers and thatrates send appropriate price signals to d iscou rage1

wastefu lpractices.2

Q . H ow do you recommend thatthe C ommission choose amongallof the potential3

options between free wastewaterservice and no relief forwastewatercu stomers?4

A . A s is often the case when ad d ressingregu latory policy qu estions,P rofessorJames5

B onbrightprovid es some u sefu land insightfu lgu id ance on this issu e.A lmost60 years6

ago,he setforthaseries of regu latory principles thatcontinu e to gu id e u s tod ay.O ver7

the years,otheru tility economists and others have su ggested some minormod ifications8

to B onbright’s principles,bu tIbelieve there is generalagreementthatthe following9

principles shou ld be consid ered when establishingand evalu atingu tility rates:10

 P racticality,inclu d ingsimplicity,u nd erstand ability,ability to11
implement,and pu blic acceptability;12

 C larity in its interpretation;13

 Effectiveness in yield ingthe totalrevenu e requ irement;14

 Stability in revenu es from yearto year;15

 C ontinu ity of rates,inclu d ingthe conceptof grad u alism;16

 Fairness in relation to the costof servingd ifferenttypes of17
cu stomers;6018

 A void ance of u nd u e d iscrimination amongsimilarly situ ated19
cu stomers;and20

60 The “fairness”of au tility rate generally means thatthe rate bears areasonable relationshipto the u tility’s costof
servingthe cu stomerwithou texceed ingthe valu e of service to the cu stomer.See,e.g.,James C .B onbright,
Principles of Public Utility Rates (N ew Y ork,N Y ,1961)(hereafter“B onbright”),pp.8 2-92;L eonard Sau l
Good man,The Process of Ratemaking (A rlington,V A ,1998 ),vol.II,pp.8 93-8 95.
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 Encou ragementof efficientconsu mption practices.611

B onbrightalso su ggests thatthe mostimportantof these criteriaare ad equ acy2

(collection of the revenu e requ irement),efficiency (encou ragementof economically3

efficientconsu mption and d iscou ragementof waste),and fairness to allcu stomer4

classes.62 H e notes thatthese criteriaare primary “notonly becau se of theirwid espread5

acceptance bu talso becau se mostof the more d etailed criteriaare ancillary”to these three6

principles.637

Forpu rposes of evalu atingwhetheritis in the pu blic interestto allow acombined8

waterand wastewateru tility to allocate some of the wastewaterrevenu e requ irementto9

watercu stomers,Iconsid erthe principles of efficiency and fairness to be paramou nt.I10

d o notbelieve thatthe approachselected wou ld have amajoreffecton the u tility’s ability11

to collectits revenu e requ irement,so Id o notconsid erthatprinciple fu rther.12

Q . H ow cou ld allocatingaportion of the wastewaterrevenu e requ irementto water13

cu stomers affectthe principle of efficiency?14

A . The principle of efficiency relates to send ingaproperprice signalto cu stomers,so that15

the price accu rately reflects the costof provid ingthe service.This principle helps to16

ensu re thatcu stomers are neitherencou raged nord iscou raged from u singan17

economically efficientamou ntof the service.In particu lar,if the price is setbelow the18

costof service,cu stomers may u se too mu chof the service,resu ltingin an over-u se of19

61 B onbright,p.291;see also C harles F.P hillips,Jr.,The Regulation of Public Utilities: Theory and Practice
(A rlington,V A ,1993),pp.434-435.
62 B onbright,p.292.
63 Id .
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facilities thatcan promptthe need fornew facilities thatwou ld notbe requ ired otherwise.1

A n inefficientprice thatis too low d oes notnecessarily mean thatcu stomers willbe2

wastefu l,only thatthey willnottake actions they wou ld take otherwise to controltheir3

u se if the service were priced atits cost.Su chd ecisions can range from the shortterm4

(callingaplu mberto fix aleaky fau cet)to the longterm (installingamore efficient5

appliance orind u strialprocess).6

Similarly,if the price foraservice is setabove cost,the cu stomermay be7

compelled to take actions thatwou ld notbe taken if the price were setproperly.For8

example,acu stomermay investin anew plu mbingfixtu re thatwou ld notbe cost9

effective if the price of waterhad been setappropriately.10

A llocatingaportion of the wastewaterrevenu e requ irementto watercu stomers11

can have the effectof settingwastewaterrates too low (below cost)and settingwater12

rates too high(above cost).W here mostof the affected cu stomers receive bothservices13

from the same u tility,this shiftwou ld have little orno effecton efficiency becau se the14

price of “waterservice”to the cu stomeris the combined costof bothwaterand15

wastewaterservice.16

W here the u tility serves many watercu stomers who d o notreceive wastewater17

service from the same u tility,however,shiftingcosts from wastewatercu stomers to water18

cu stomers can affectefficiency:wastewaterrates wou ld be below the costof service and19

waterrates wou ld be above cost.In this scenario,mostwatercu stomers wou ld notsee20

the offsettingbenefitof ared u ction in theirwastewatercharges,so the totalprice for21
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“waterservice”wou ld exceed cost.64 Und erthis scenario,the few cu stomers who receive1

bothwaterand wastewaterservice from the same u tility wou ld see atotalprice for“water2

service”thatis inefficiently low (thatis,below cost).3

Thu s,the evalu ation of the efficiency principle d epend s on three factors:(1)the4

d egree to whichwatercu stomers are also wastewatercu stomers,(2)the amou ntby which5

wastewaterrates wou ld be red u ced below cost,and (3)the amou ntby whichwaterrates6

willbe increased above cost.7

Q . W hen you referto aprice being“above cost”or“below cost”is thatthe same as the8

u tility’s fu llcostof service?9

A . The measu re of costforefficiency pu rposes may be d ifferentfrom the u tility’s fu llcost10

of service.A s amatterof economic theory,the price shou ld neverbe less than the11

marginalcostof provid ingservice to the cu stomer.Even thatprice,however,is not12

su stainable forvery long.Iwou ld consid eraprice thatatleastmeets the basic costof13

provid ingservice u nd eraverage (thatis,non-peaking)cond itions to be the minimu m14

price thatshou ld be charged foru tility service.Forawateru tility,this is known as the15

“base costof water.”Forawastewateru tility,this is called the “flow costof16

wastewater.”17

Itis more d ifficu ltto estimate the highestprice thatshou ld be paid .The absolu te18

maximu m price wou ld be one thatis equ alto the valu e of service received by the19

cu stomer.In practice,we expectu tility prices to be consid erably less than the valu e of20

64 Iu se the term “waterservice”to referto the costof havingfu nctioningwatersu pply in ahome orbu siness.That
costinclu d es boththe d elivery of potable waterand the d ischarge of wastewaterto an appropriate treatmentfacility.
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service becau se u tilities have economies of scale and scope thatenable them to provid e1

service atacostthatis less than the price an ind ivid u alcu stomercou ld obtain on their2

own (whichis one measu re of the valu e to the cu stomerof havingcentralized u tility3

service).A notherconcern on the highend of pricingis the afford ability of service to the4

cu stomer.Thatis,any transferof revenu e requ irementresponsibility from wastewaterto5

wateru tilities mu stensu re thatthe resu ltingwaterrates (thatinclu d e the wastewater6

su bsid y)wou ld be afford able to cu stomers.O n the otherhand ,the concern with7

afford ability forwastewatercu stomers is one of the factors thatcou ld lead to atransferof8

wastewatercosts to watercu stomers.9

Q . H ow cou ld allocatingaportion of the wastewaterrevenu e requ irementto water10

cu stomers affectthe principle of fairness?11

A . The issu e of fairness arises when similarly situ ated cu stomers are treated d ifferently.If12

mostcu stomers are bothwaterand wastewatercu stomers of the same u tility,then13

fairness likely willnotbe asignificantconcern.W here,however,mostwatercu stomers14

are notalso wastewatercu stomers,then fairness cou ld be asignificantissu e.A water15

cu stomerwho receives its wastewaterservice from ad ifferentprovid erwou ld be paying16

its own watercosts,its own wastewatercosts (to anotherprovid er),plu s aportion of the17

costs of wastewaterservice forthe few wastewatercu stomers of the u tility.D epend ing18

on the magnitu d e of the su bsid y sou ghtby the u tility,itmay be u nfairto askcu stomers to19

pay theirown wastewatercosts plu s aportion of wastewatercosts forwastewater20

cu stomers of the u tility.21
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Thu s,the evalu ation of the fairness principle d epend s on two of the same factors1

thatId escribed forthe efficiency principle:(1)the d egree to whichwatercu stomers are2

also wastewatercu stomers,and (2)the amou ntby whichwaterrates willbe increased3

above cost.4

Q . H ow does the provision of stormwaterservice in the S cranton,M cKeesport,and5

Kane areas affectthese concerns?6

A . P A W C ’s provision of stormwaterservice fu rtherexacerbates the concerns withfairness.7

C u stomers in otherparts of P A W C ’s service areaare startingto see separate stormwater8

charges from theirmu nicipalities.Forexample,P A W C cu stomers in M ou ntL ebanon,9

P A (A llegheny C ou nty),cu rrently pay P A W C forwater,pay forsanitary sewerservice10

treated by the A llegheny C ou nty Sanitary A u thority (A L C O SA N )atacostof $8 .50 per11

1,000 gallons plu s $16.69 perqu arter,and pay the B orou ghof M ou ntL ebanon $96.0012

peryearforstormwatercontrol.65 So in ad d ition to P A W C watercu stomers paying13

wastewatercharges to otherprovid ers,some of them also are payingstormwatercharges14

to otherprovid ers.This fu rthertilts the fairness balance toward notrequ iringwater15

cu stomers to su bsid ize wastewaterand stormwatercosts.16

65 A L C O SA N ’s rates:https://www.alcosan.org/ou r-cu stomers/u nd erstand ing-you r-bill.M ou ntL ebanon stormwater
rates:https://www.mtlebanon.org/D ocu mentC enter/V iew/16605/Stormwater-O rd inance-318 7 -and --3303?bid Id =.
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Using Section 1311(c) When There is a Significant Acquisition Adjustment1

Q . A re there otherfactors thatshou ld affectthe C ommission’s u se of its discretion2

u nderS ection 1311(c)?3

A . Y es.Section 1311(c)was enacted based on the assu mption thatthe rate base in4

wastewaterservice areas (withminorexceptions forsome very smallservice areas)5

wou ld be based on the netoriginalcostof the property.Settingthe rate base u singnet6

originalcostserves as acheckon the amou nts thatcan be charged to cu stomers --and on7

the amou nts thatpotentially cou ld be su bsid ized by watercu stomers.Usingnetoriginal8

costalso eliminated any significantprofitmotivation thatsellers of wastewatersystems9

(primarily mu nicipalentities,since mostwastewaterin P ennsylvaniais provid ed by10

mu nicipalities ormu nicipalau thorities)may have to artificially inflate the askingprice11

fortheiru tility assets.12

The enactmentof Section 1329 in 2016,however,significantly changes that13

calcu lu s.Section 1329 au thorizes the acqu isition of waterand wastewatersystems at14

prices thatcou ld be significantly more than the netoriginalcostof the property,as shown15

above.16

This raises the potentialthatu singSection 1311(c)in combination withaSection17

1329 acqu isition mightresu ltin watercu stomers throu ghou tthe C ommonwealth18

su bsid izingmu nicipalgovernmentpu rposes in afew locations while also promoting19

profitgrowthforu tility sharehold ers.C onsequ ently,Ibelieve the C ommission shou ld be20

extremely ju d iciou s in its u se of its Section 1311(c)d iscretionary au thority particu larly21

when aSection 1329 acqu isition is involved .22
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Q . A re there regu latorymechanisms thathave been u sed in otherstates to address1

similarconcerns?2

A . Y es.Forexample,in Illinois mu nicipalities have the powerto tax u tilities.To ensu re3

thatmu nicipalities d o noteffectively tax those ou tsid e theirju risd iction,however,u tility4

tariffs in Illinois contain separate tax recovery rates foreachmu nicipality served .Und er5

this approach,therefore,u tility cu stomers pay the u tility tax imposed by the mu nicipality6

in whichtheirproperty is located .7

Q . H ow cou ld thattype of approachbe u sed foraS ection 1329 acqu isition?8

A . From press accou nts,itappears thatmu nicipalities are u singthe proceed s of Section 13299

acqu isitions to provid e mu nicipalservices thatbenefitonly cu stomers in the10

mu nicipality.66 In tryingto balance fairness to new and existingcu stomers,as wellas11

tryingto controlthe magnitu d e of rate increases thatcou ld resu ltfrom the combined u se12

of Sections 1311(c)and 1329,itwou ld be reasonable to requ ire the Section 132913

premiu m to be paid only by cu stomers in thatservice area.14

Q . W ou ld thatbe apermanentarrangement?15

A . N o,notnecessarily.A s the rates in separate areas provid ingsimilarservice become close16

to eachother,then rate zones can be consolid ated .Iexpectthatthis wou ld occu rover17

time as plantis replaced orenhanced in the acqu ired systems.The combination of new18

66 See,forexample,D eanaC arpenter,M cKeesportsewersystem to be sold for$156 million,Pittsburgh Post-
Gazette (Sept.16,2016),https://www.post-gazette.com/local/east/2016/09/16/M cKeesport-sells-sewer-au thority-
for-156-million/stories/201609160031.
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plantinvestmentu nrelated to Section 1329 withthe d epreciation of the Section 13291

pu rchase price wou ld tend to move rates closertogetherovertime.2

Q . W hateffectwou ld su chan approachhave in this case?3

A . In Table 5,Ishow the information from Table 4,bu twithacalcu lation of the portion of4

the su bsid y thatis related to system operations (thatis,notinclu d e the rate base impactof5

Section 1329).6

Table 5:P A W C P roposed S u bsidyE xclu ding
S ection 1329 V alu ation Increase

Rate A rea
P A W C P roposed

TotalS u bsidy
S ection 1329 Rev.
Rqmt.Increase

S u bsidyUnrelated
to S ection 1329

Steelton water ($1,7 7 6,8 29) $8 50,000 ($926,8 29)
ExeterW W (4,059,37 2) 7 ,27 0,000 (0)
Sad sbu ry W W (8 7 8 ,533) 110,000 (7 68 ,533)
M cKeesportW W (15,544,509) 10,910,000 (4,634,509)
Kane W W (1,48 3,98 4) 7 7 0,000 (7 13,98 4)
Total ($23,7 43,227 ) $19,910,000 ($7 ,043,8 55)

7

Q . H ow do you interpretthe resu lts shown in Table 5?8

A . The resu lts in Table 5show areasonable levelof su bsid y thatis u nrelated to the inflated9

plantvalu es d etermined throu ghthe Section 1329 process.Forexample,in M cKeesport,10

itwou ld be reasonable,in my opinion,to have Zone 1 watercu stomers provid e asu bsid y11

of $4.6 million,ratherthan the $15.5million proposed by the C ompany.Id eally,this12

wou ld place the bu rd en on M cKeesportcu stomers to pay forthe costs associated withthe13

mu nicipalservices they received (orwillreceive in the fu tu re)from the proceed s of the14

sale to P A W C .O therP A W C cu stomers,however,wou ld helpto pay operatingand other15

costs as atransition to chargingfu ll-costrates to newly acqu ired cu stomers.16
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Q . W hatdoes aresu ltof zero,as shown forE xeter,mean?1

A . A zero means thatallof the su bsid y proposed by P A W C is associated withthe Section2

1329 increase in revenu e requ irement.ForExeter,the increase in revenu e requ irement3

from the Section 1329 valu ation was $7 .27 million.Und erthe C ompany’s proposed4

rates,however,Exeteralread y is payingallof its operatingcosts and absorbing5

approximately $3.2 million of the Section 1329 revenu e requ irementincrease.Thu s,6

there is no need forotherP A W C cu stomers to su bsid ize Exeter’s rates.The su bsid y7

proposed by the C ompany is solely to provid e mu nicipalservices within Exeteru singthe8

proceed s from the sale to P A W C .9

Q . If the C ompanyhas contractu allylimited its abilityto increase rates,su chthatthe10

entire S ection 1329 su bsidycannotbe collected from cu stomers,whatwou ld11

happen?12

A . If thatis the case,then the d ifference shou ld be borne by the C ompany’s investors13

throu ghared u ced rate of retu rn.In my opinion,areasonable interpretation of Section14

1311(c)wou ld be forwatercu stomers to helpsu bsid ize the actu alcosts of operatinga15

wastewatersystem;bu tnotsu bsid ize the provision of u nrelated mu nicipalservices16

throu ghthe Section 1329 wind fallamu nicipality mightreceive.If the u tility d ecid es to17

spend significantly more than cu stomers can su pportthrou ghtheirrates,then the u tility’s18

investors (who hired the managers who mad e the pu rchase d ecision)shou ld receive a19

lowerretu rn on theirinvestment.20
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Q . C an you applythis principle to the E xeteracqu isition?1

A . Y es.P A W C acqu ired the Exetersystem for$92 million even thou ghthe netoriginalcost2

of the assets was $40.06 million.Und erP A W C ’s proposal,Exeter’s cu stomers wou ld3

pay $11.07 million in revenu es.67 This represents a53% increase above cu rrentrevenu es4

of $7 .23million.68 P roposed rates of $11.03million are su fficientto pay alloperating5

costs of the system ($6.59 million),taxes,and anetafter-tax retu rn of approximately6

$3.13million.69 A tthe C ompany’s proposed 7 .46% overallretu rn,thatretu rn is su fficient7

to su pportarate base of approximately $42 million.W hile this is less than the Section8

1329 acqu isition costof $92 million,itexceed s the netoriginalcostof the property9

acqu ired ,whichwas $40.06 million,less any d epreciation thathas accru ed since the10

O ctober2019 acqu isition.11

Q . S ection 1329 requ ires the C ommission to inclu de the pu rchase price in the rate base.12

H ow is you rproposalconsistentwiththatrequ irement?13

A . W hile Section 1329 requ ires the C ommission to inclu d e the pu rchase price (as itmay be14

ad ju sted by the C ommission)in the rate base,the statu te d oes notmand ate the rate of15

retu rn the u tility shou ld be permitted to earn on the rate base.The effectof my16

recommend ation wou ld be to red u ce the retu rn allowed on the Section 1329 portion of17

the rate base u ntilthe acqu ired cu stomers can fu lly su pportthatinvestment.18

67 P A W C Exh.12-D ,p.4.
68 Id .,p.3.
69 $11.0 7 million in revenu es -$6.59 million in operatingexpenses =$4.48 million forretu rn and taxes.D ivid ingby
the C ompany’s gross revenu e conversion factorof approximately 1.4316 yield s retu rn of $3.127 million.(See
P A W C Exh.12-D ,p.4.)
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M oreover,the retu rn to the u tility is measu red by its retu rn on totalrate base,not1

the retu rn on any particu laritem of property.Thu s,in my opinion,ad optingthis approach2

wou ld notresu ltin asignificantred u ction in P A W C ’s overallretu rn on allof its rate3

base.UsingExeteras an example,the foregone su bsid y wou ld be $4.06 million which4

aftertaxes wou ld resu ltin ared u ction of approximately $2.8 million in income available5

forretu rn.W hen compared to the C ompany’s totalproposed rate base of $3,97 5million6

forthe FP FTY ,the neteffecton the C ompany’s overallretu rn on rate base wou ld be a7

red u ction of approximately 0.07 %.7 0 From my experience,the u ncertainty in rate of8

retu rn estimates by costof capitalexperts u su ally is mu chlargerthan afew hu nd red ths of9

apercent,so Id o notconsid erthis to resu ltin an u nreasonable retu rn to the u tility’s10

investors.11

Q . P lease su mmarize you rspecific proposalforeachof the S ection 1329 rate areas.12

A . Irecommend the C ommission implementthe increases proposed by P A W C in eachof the13

Section 1329 rate areas,bu tnotthe proposed rate red u ction in Sad sbu ry,as shown in14

Table 6.Id o notconsid eritreasonable to red u ce rates in an areawhen othercu stomers15

are beingasked to su bsid ize the rates.Ialso recommend the C ommission permita16

su bsid y from Rate Zone 1 watercu stomers to be paid to eachSection 1329 rate areaas17

shown in the same table (the su bsid y amou nts are taken from Table 5,above).The last18

three colu mns of Table 6 estimate the effectof this proposalon the C ompany’s income19

available forretu rn and overallretu rn as apercentage of its totalrate base.20

7 0 This d iscu ssion u ses the C ompany’s filed rate base and rate of retu rn.Iam aware thatotherO C A witnesses are
proposingad ju stments to those amou nts.
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Table 6:S u mmaryof O C A Recommendations forS ection 1329 Rate A reas

Rate A rea
Increase in

S ales
Revenu es7 1

S u bsidypaid
byZone 1

W ater

S u bsidypaid
byInvestors

E st.C hange
in Income

E st.C hange
in Retu rn

Steelton water7 2 $58 9,67 9 $926,8 29 $8 50,000 $593,7 21 0.0149%
Exeter 2,8 41,697 0 4,059,37 2 2,8 35,452 0.07 13%
Sad sbu ry 0 7 68 ,533 110,000 7 6,8 34 0.0019%
M cKeesport 2,024,332 4,634,509 10,910,000 7 ,620,58 3 0.1917 %
Kane 315,57 6 7 13,98 4 7 7 0,000 537 ,8 41 0.0135%
Total $5,7 7 1,28 4 $7 ,043,8 55 $16,699,37 2 $11,664,432 0.2934%

1

Review of P roposed Regionalization and C onsolidation S u rcharge2

Q . H as the C ompanymade anyotherproposals concerningS ection 1329 acqu isitions?3

A . Y es.P A W C has proposed anew Regionalization and C onsolid ation Su rcharge thatis4

d esigned to requ ire the C ompany’s existingcu stomers to begin payingforSection 13295

acqu isitions between base rate cases.The originalproposed tariff was mod ified in6

response to O C A V III-12.Thatresponse,whichis attached to my testimony,provid es a7

revised version of the proposed waterand wastewatertariffs,an illu stration of how the8

su rcharge wou ld be calcu lated ,and ad d itionalinformation thatis necessary to u nd erstand9

the proposed operation of the su rcharge.10

Q . B riefly,whatis you ru nderstandingof the proposed su rcharge?11

A . A s Iu nd erstand it,the su rcharge wou ld be revised eachA prilto reflectthe so-called12

“revenu e d eficiency”from Section 1329 acqu isitions thatoccu rred since the C ompany’s13

7 1 From Sched u le A of the C O SS foreachrate area,exceptforSad sbu ry where Ihave eliminated the proposed
$60,000 rate red u ction.
7 2 B elow Iam proposingchanges in the Steelton waterrate stru ctu re and rates thatwillresu ltin higherrevenu es than
P A W C proposed in the FP FTY .
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lastrate case.The “revenu e d eficiency”wou ld be calcu lated forallpost-rate-case Section1

1329 acqu isitions as the d ifference between the annu alrevenu e requ irement(retu rn on2

rate base,taxes,d epreciation,and operation and maintenance expenses)and the revenu es3

received from the acqu ired cu stomers.4

Q . H as the C ompanyproposed anylimits on the rate increases thatwou ld resu ltfrom5

the proposed su rcharge?6

A . The C ompany has proposed limitingthe su rcharge to no more than 5% of the revenu es7

from existingwaterand wastewatercu stomers,exclu d ingpu blic fire protection revenu es8

and othersu rcharge revenu es.9

Q . H ow mu chof asu bsidywou ld thatpermitthe C ompanyto collectfrom existing10

waterand wastewatercu stomers?11

A . Table 7 provid es an estimate of the maximu m annu alsu rcharge based on P A W C ’s12

proposed revenu es forthe FP FTY .The table shows thatthe proposed Regionalization13

and C onsolid ation Su rcharge wou ld permitthe C ompany to collectmore than $38 million14

annu ally to su pportSection 1329 acqu isitions.This is approximately twice as mu chas15

the $19.1 million the C ompany alread y proposes to collectfrom Zone 1 watercu stomers16

forSection 1329 acqu isitions in this case (see Table 4,above).Thu s,if allof the17

C ompany’s proposals are approved ,itwou ld be au thorized to collectmore than $5718

million peryearto su pportSection 1329 acqu isitions --orrou ghly 7 .5% of its proposed19

revenu e requ irement.20



Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 72

1

Table 7 :P A W C P roposed S u bsidyUnder
Regionalization and C onsolidation S u rcharge

Rate Zone
P roposed Revenu es

(E xclu dingP u blic Fire)
M ain W ater $694,17 9,269
Steelton W ater 28 8 ,607
M ain W astewater(W W ) 29,411,453
ExeterW W 10,026,8 29
Sad sbu ry W W 952,612
Scranton W W 26,07 5,165
M cKeesportW W 14,298 ,8 66
Kane W W 1,7 8 3,08 6
Totalrevenu e base $7 7 7 ,015,8 8 7

x M aximu m su rcharge 5.00%
=M ax.su rcharge revenu es $ 38 ,8 50,7 94

2

Q . B efore discu ssingyou rspecific concerns withthe proposed Regionalization and3

C onsolidation S u rcharge,how shou ld the C ommission determine whetheritis4

reasonable and necessaryforalarge u tilityto have au tomatic rate adju stment5

tariffs?6

A . In ad d ition to any legalconstraints thatmay exist(and thatIexpectcou nselwillad d ress7

in briefs),there are severalfactors that,in my opinion,the C ommission shou ld consid er8

as amatterof sou nd regu latory policy.9

Initially,the ratemakingprocess involves amatchingof revenu es,expenses,10

investment,retu rn,cu stomers,and consu mption.A u tomatic rate ad ju stments forspecific11

expense orcapitalitems breakthis relationship.The matchingprinciple involves a12

synchronou s examination of the costof service and sou rces of revenu e,as wellother13

consid erations su chas the qu ality of service and efficiency of management.That14
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synchronization is the reason why we u se atestyearwhen arate case is filed .O ne1

treatise on u tility regu lation d iscu sses this synchronization,orthe matchingprinciple,as2

follows:3

If the u tility proposes achange,particu larly amajorchange,in the test4
yearrate base,itis requ ired also to consid erthe related changes in other5
costs orin revenu e.A d d itionalinvestments may resu ltin efficiencies that6
red u ce operatingcosts orqu ality improvements thatwillincrease sales.7
Unless the u tility shows thatithas taken su chmatters into accou nt,its8
revenu e requ irementis likely to be ou tof balance oroverstated .7 39

Forexample,u nd ernormalcircu mstances,when au tility replaces an agingpiece10

of equ ipment,itmightincrease rate base and d epreciation expense,bu titalso cou ld11

red u ce maintenance expenses orprod u ce othercostsavings (su chas red u cinglosses).To12

keepcosts synchronized mightrequ ire ad ju stments to rate base,d epreciation expense,13

expenses,workingcapital,and taxes.14

The u se of au tomatic rate ad ju stmentmechanisms foronly certain aspects of the15

C ompany’s revenu e requ irementviolates the matchingprinciple and helps to d estroy the16

u nd erlyingrelationshipbetween u tility rates and levels of costand investment.17

A s ageneralru le,therefore,au tomatic rate ad ju stments shou ld be u sed ,if atall,18

only forsignificantvolatile expenses largely ou tsid e the u tility’s control.A good example19

of this is agas costad ju stmentforanatu ralgas u tility if the C ommission find s thatthe20

u tility d oes nothave any reasonable levelof controloverthe levelof expend itu res.A21

similarju stification has been u sed forsu rcharges to recoverthe revenu e requ irement22

effectof changes in income tax rates.23

7 3 L eonard Sau lGood man,The Process of Ratemaking (1998 ),vol.II,p.7 35.



Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 74

Q . W hyis au tility’s abilityto controlexpenditu res an importantconsideration in1

determiningwhetheran au tomatic adju stmenttariff shou ld be adopted?2

A . A u tomatic rate ad ju stments remove any incentive forthe u tility to become more efficient.3

The ratemakingprocess is d esigned to fostermanagementefficiency between rate cases.4

Thatis,ratemakingprovid es an opportu nity forau tility to achieve ad d itionalprofit5

between rate cases and then to su bsequ ently share these efficiencies withratepayers in6

su ccessive rate cases.This aspectof ratemakingprovid es u tility managementwitha7

strongincentive to achieve operationalefficiencies and to be azealou s negotiatorwithits8

su ppliers.If the u tility can wringad d itionalefficiencies ou tof its operations orred u ce9

pu rchasingcosts between cases,itcan increase earnings forits investors.L ikewise,this10

aspectof ratemakingforces u tilities to maintain existingefficiencies to try to ensu re that11

profits d o notd ecline between rate cases.A focu s on achievingand maintaining12

efficiency is apillarof informed ratemaking.A u tomatic rate ad ju stments,however,13

remove any incentive the u tility has to achieve ormaintain efficiencies.Und erau tomatic14

rate ad ju stmentmechanisms,any change in the u nitcostof the prod u ct,and any change15

in the amou ntof the prod u ctpu rchased ,wou ld flow d irectly to captive cu stomers.16

Failu re to obtain available efficiencies,orfailu re to protectexistingefficiencies,can only17

lead to ever-increasingu tility rates.A s an example,if au tility were allowed to18

au tomatically recoverthe costof heatingand coolingits office bu ild ings,there wou ld be19

no incentive forthe u tility to try to find alower-costenergy su pplier,investin insu lation20

orre-program the thermostats in its bu ild ings –actions thatmostevery otherbu siness21

wou ld take in response to changes in energy costs.22
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So,as amatterof pu blic policy –thatis,as away to ensu re thatu tilities retain the1

incentive to improve efficiency between rate cases –au tomatic rate ad ju stments shou ld2

notbe u sed forcosts thatthe u tility has the ability to control.3

Q . A re there otherfactors thatshou ld be considered in determiningwhetheran4

au tomatic rate adju stmentis appropriate?5

A . Y es,in ad d ition to the matchingprinciple and au tility’s ability to controlthe cost,the6

C ommission also shou ld consid erwhetherthe costis related to otherexpend itu res that7

are notsu bjectto the ad ju stmentmechanism (thatis,whattrad e-offs existand are they8

reasonable).9

Q . P lease discu ss whatyou mean bytrade-offs and whythatis an importantpolicy10

consideration.11

A . L etme u se asimple example.L et’s assu me au tility has an au tomatic rate ad ju stmentto12

recoverits postage expenses forsend ingbills to cu stomers.A u tility cou ld increase or13

d ecrease its postage costs by changingthe mannerin whichitprovid es otherbilling14

options to cu stomers (su chas electronic oron-line billing).If au tility eliminated its15

electronic billingoperations,itwou ld greatly increase its postage expenses while saving16

itself su bstantialcompu ter-related costs.W ithan au tomatic postage expense flow-17

throu gh,the resu ltingincrease in postage expense wou ld be recovered au tomatically from18

cu stomers,bu tthe u tility wou ld getto retain allof the costsavings from red u ced19

compu terexpenses.Similarly,su chan ad ju stmentmechanism wou ld provid e an20

incentive forthe u tility to avoid enhancingthe efficiency of its billingefforts becau se it21

wou ld be u nable to recoverany ad d itionalsavings forits sharehold ers between rate cases.22
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This example shows how an au tomatic rate ad ju stmentcan ad versely skew the1

normalevalu ation of new technologies orprocesses thatmightimprove efficiency and2

save costs in the longterm.The u nreasonable trad e-off occu rs when one aspectof the3

costis recognized au tomatically,bu tanotheraspectis not.4

Q . E arlier,you mentioned the volatilityof the expense.P lease describe whatyou mean.5

A . V olatility relates to how mu chthe expense varies overtime.If an expense is relatively6

stable,there is no reason to have aspecialratemakingprocess –and the costs itentails –7

to recoverrelatively minorchanges in costs.V olatility helps the C ommission d etermine8

whetheritis worththe effort(and potentialcu stomerconcern)to au tomatically ad ju st9

rates between base rate cases.10

Q . D o you su pportthe proposed Regionalization and C onsolidation S u rcharge?11

A . N o,Id o not.The proposed su rcharge fails to meetthe criteriaforasu rcharge Iou tlined12

above.The su rcharge proposalrelates to costs thatare fu lly within the C ompany’s control13

--bothas to the amou ntand timingof the expend itu re.Fu rther,there is apotentialfor14

there to be significanttrad e-offs orefficiencies thatcome from an acqu isition thatwou ld15

notbe captu red in the proposed su rcharge.Forexample,mostacqu isitions inclu d e16

personneland notju stphysicalassets.The ad d ition of skilled people to the C ompany’s17

workforce cou ld lead the C ompany to red u ce its reliance on ou tsid e contractors or18

enhance efficiency in otherways.The proposed su rcharge wou ld inclu d e the costof the19

new employees,bu twou ld notreflectany potentialsavings in ou tsid e contractor20

expend itu res orotherefficiencies.21
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Q . W hatotherconcerns do you have withthe proposed su rcharge?1

A . A s Iexplained in the previou s section,Ihave seriou s concerns withthe size of su bsid ies2

P A W C is askingZone 1 watercu stomers to pay.The inter-relationshipbetween Section3

1329 and Section 1311(c)is cau singZone 1 waterrates to increase by asignificant4

amou nt--tens of millions of d ollars peryear--u nd erthe C ompany’s proposals.These5

are amou nts thathave absolu tely nothingto d o withthe provision of safe and reliable6

service to Zone 1 watercu stomers.Ind eed ,mostof the costis comingfrom newly7

acqu ired wastewatersystems,so Zone 1 watercu stomers are payingtheirown water,8

wastewater,and (in some cases)stormwatercosts,and also payingmillions of d ollars9

annu ally to helpsu bsid ize someone else’s wastewaterand (in some instances)stormwater10

bills.11

Q . A re there anyotherproblems withthe proposed su rcharge?12

A . Y es,the su rcharge amou ntis calcu lated based on revenu es from allexistingwaterand13

wastewatercu stomers.Und erthe C ompany’s proposals,however,existingwastewater14

cu stomers are noteven payingtheirown costof service.Itis neitherju stnorreasonable15

to requ ire cu stomers who (accord ingto the C ompany)cannoteven pay theirown costof16

service to bearafu rtherrate increase thatwillbe u sed to provid e asu bsid y to other,17

newly acqu ired ,cu stomers.If wastewaterand Steelton watercu stomers can afford to pay18

higherrates thatmoney shou ld be u sed to red u ce the su bsid ies paid by Zone 1 water19

cu stomers;notto provid e even more su bsid ies to newly acqu ired cu stomers.20
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Q . A re there otherpu blic policyreasons,in you ropinion,to oppose the proposed1

Regionalization and C onsolidation S u rcharge?2

A . Y es.The u nd erlyingpremise of Section 1329 is thatacqu isition prices willbe based on3

an arms’lengthnegotiations.A n arms’lengthnegotiation requ ires atension between the4

bu yerand seller--the bu yerwants to pay as little as possible and the sellerwants to5

receive as mu chas possible.The arms’lengthnegotiated price is acompromise between6

those two extremes.In Section 1329 negotiations,however,there is no incentive forthe7

bu yerto pay as little as possible.In fact,the profitmotivation is forthe bu yerto pay as8

mu chas possible,su bjectonly to the amou ntthatcan be ju stified by an appraisal.In9

otherword s,there is no tension between the bu yerand seller--bothwantthe price to be10

as highas can be ju stified by the appraisals.11

The only potentialcheckon the process (as itcu rrently exists)is thatthe u tility’s12

investors bearthe costof su pportingaportion of the pu rchase price u ntilthe conclu sion13

of its nextbase rate case.This d oes notappearto be mu chof acheckon the process,bu t14

itatleastprovid es amod estincentive to controlthe pu rchase price.15

The proposed Regionalization and C onsolid ation Su rcharge wou ld remove even16

thatmod estcheckon the process.Ratherthan investors payingto su pportaportion of17

the pu rchase price between rate cases (perhaps forayearortwo),investors wou ld be at18

riskforonly afew months (between the time of closingand the end of the calend aryear).19

A s Iexplained above,Iwou ld preferforinvestors to have agreaterincentive to20

controlthe size of the pu rchase price by beingrequ ired to su pportthe capitalthatcannot21

be su pported by the rates of the acqu ired cu stomers.Und erno circu mstances,however,22

shou ld investors’risks be lessened fu rther.23
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Q . W hatdo you recommend?1

A . Irecommend the C ommission rejectthe proposed Regionalization and C onsolid ation2

Su rcharge as beingcontrary to the pu blic interestand neitherju stnorreasonable.3

ResidentialRate D esign -W ater4

Overview5

Q . P lease describe you ru nderstandingof the C ompany’s presentand proposed rates6

forResidentialwatercu stomers.7

A . Forthe FP FTY ,the C ompany projects itwillhave approximately 612,000 Resid ential8

cu stomers in Zone 1,approximately 1,7 00 Resid entialcu stomers in Steelton (Zone 5),9

and another1,300 cu stomers spread ou toverfou rad d itionalrate zones.A llbu t10

approximately 100 of those cu stomers have meters thatare 1-1/2 inches orsmallerin11

d iameter.12

Und erexistingrates,P A W C charges acu stomercharge thatvaries by metersize.13

In Zone 1,the existingmetercharges range from $16.50 permonthfora5/8 -inchmeter14

to $67 .90 permonthfora1-1/2-inchmeter.In ad d ition,presentrates have a15

consu mption charge of $1.2217 per100 gallons.W hen the existingD SIC and TC JA16

su rcharges are consid ered (+5.65% and -6.7 9%,respectively),the effective 5/8 -inch17

cu stomercharge cu rrently is $16.25permonth,and the effective rate per100 gallons is18

$1.2031 per100 gallons.19

In Zone 2 (N ittany,Su tton H ills,A llSeasons,B alsinger,and B erry H ollow)and20

Zone 3(M cEwensville),the metercharges are the same,bu tthe consu mption charges21
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d ifferfrom Zone 1.The Zone 2 consu mption charge is $0.900 per100 gallons.The1

Zone 3charge is $0.500 per100 gallons.2

The rates in Zone 4 (Tu rbotville)are stru ctu red d ifferently.There is ahigh3

minimu m charge of $41.03permonth,bu tthatinclu d es the first3,000 gallons of4

consu mption eachmonth.The next1,100 gallons are charged atarate of $0.9545per5

100 gallons,and u sage in excess of 4,100 gallons permonthis atarate of $0.5628 per6

100 gallons.7

Zone 5(Steelton)has lowermetercharges and consu mption charges than Zone 1.8

The metercharges range from $14.7 8 fora5/8 -inchmeterto $58 .29 fora1-1/2-inch9

meter,and those rates inclu d e the first1,7 00 gallons permonth.The next18 ,300 gallons10

permonthare atarate of $0.8 260 per100 gallons.There are ad d itionalrates foru sage in11

excess of 20,000 gallons permonth,bu tthose rates wou ld notapply to atypical12

Resid entialcu stomer.7 413

Changes in the Structure of Residential Rates14

Q . Is the C ompanyproposinganychanges in the stru ctu re of Residentialrates forthe15

FP FTY ?16

A . Y es,the C ompany is proposingtwo changes in the stru ctu re of Resid entialrates.First,17

P A W C is proposingto charge the same cu stomercharge to Resid entialcu stomers with18

metersizes of 1-1/2 inches orsmaller,ratherthan the cu rrentstru ctu re based on meter19

capacity and cost.The C ompany states thatmostResid entialcu stomers withmeters of20

7 4 The C ompany shows some u sage by Resid entialcu stomers in Steelton above 20,000 gallons permonth.Iexpect
those cu stomers are apartmentbu ild ings orothermu lti-u nitbu ild ings.
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3/4-inches,1-inch,or1-1/2-inchhave fire su ppression systems.7 5 The C ompany is1

concerned thatthe highermetercharges cou ld be consid ered aform of “stand by charge”2

forResid entialfire su ppression systems thatis prohibited by Section 1326 of the P u blic3

Utility C od e.7 64

Q . H as the C ompanymade thatproposalconsistentlyin allof its rate zones?5

A . N o.In Rate Zone 5(Steelton),the C ompany is proposingcharges for1-inchand 1-1/2-6

inchmeters thatare higherthan the 5/8 -inchcharge (there are no 3/4-inchmeters in7

Steelton).8

Q . W hatis the second stru ctu ralchange proposed bythe C ompany?9

A . The second change is in Zone 4 (Tu rbotville).The C ompany is proposingto10

su bstantially red u ce the cu stomercharge and eliminate the minimu m u sage allowance of11

3,000 gallons permonth.Italso is proposingto eliminate any tieringof the rates,so all12

consu mption wou ld be charged atthe same rate.13

Q . B efore you discu ss the specific rates,do you su pportthe stru ctu ralchanges in14

Residentialrates proposed bythe C ompany?15

A . Y es Id o,withone caveat.Formany years,Ihave heard and read complaints from16

Resid entialwatercu stomers abou tthe highmetercharges forlarger-sized meters.This is17

the firstcase in whichP A W C has ind icated thatthose largerResid entialmeters are18

primarily the resu ltof cu stomers havingfire su ppression systems.W hile Ibelieve the19

7 5 P A W C St.4,pp.28 -29.
7 6 Id .,citing66 P a.C .S.§ 1326.
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C ompany cou ld ju stify charginghigherrates formore expensive meters,even if the1

meters are installed solely to su pportafire su ppression system,7 7 Isu pportthe proposalto2

have allZone 1 Resid entialcu stomers withmeters of 1-1/2 inches orsmallerpay the3

same monthly cu stomercharge.4

Iwou ld apply the same stru ctu re to rates forSteelton (Zone 5)Resid ential5

cu stomers.This change wou ld facilitate the u ltimate consolid ation of Zone 5rates into6

Zone 1.Italso wou ld eliminate any potentialconcerns withrate d iscrimination orwith7

the inad vertentchargingof astand by fee foraResid entialfire su ppression system.In8

red u cingthe 1-inchand 1-1/2-inchResid entialcu stomercharges in Steelton,however,I9

wou ld eliminate the minimu m u sage allowance forcu stomers withthose metersizes.10

Theircu stomercharges wou ld be d ecreasingsignificantly,so this wou ld be an11

appropriate time to transition to rates thatd o notcontain aminimu m allowance.7 812

Ialso su pportthe elimination of the highminimu m billwithaminimu m u sage13

allowance in Zone 4 (Tu rbotville).Eliminatingthe minimu m allowance willgive14

cu stomers more controlovertheirbills,lowerthe bills forlower-u se cu stomers,and not15

impose asignificantincreased bu rd en on higher-u se cu stomers.16

7 7 The C ommission’s P olicy StatementInterpretingTerms Inclu d ed in 66 P a.C .S.§ 1326 states:“C osts forthe
u psizingof company-owned service lines and meters,… are notstand by charges forpu rposes of resid ential
sprinklersystems,and these costs shallbe borne by the applicantforservice on aone-time basis.”52 P a.C od e
§ 69.169.
7 8 The transition forZone 5cu stomers with5/8 -inchmeters is more complicated becau se theircu rrentcu stomer
charges are less than the Zone 1 charge.Thu s,eliminatingthe minimu m allowance and implementingthe Zone 1
cu stomercharge cou ld cau se avery significantincrease in bills forsome cu stomers.
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Q . A re you proposinganyotherchanges in the stru ctu re of Residentialwaterrates?1

A . Y es.Ipropose to red u ce the minimu m u sage allowance for5/8 -inchmeters in Zone 52

(Steelton)from 1,7 00 gallons permonthto 1,000 gallons permonth,as atransition to the3

eventu alelimination of the minimu m allowance.In my d iscu ssion of waterrates,Imake4

otherad ju stments to Zone 5resid entialrates to ease the transition to arate stru ctu re with5

asmallerminimu m u sage allowance.6

Residential Water Rates for FPFTY7

Q . E arlieryou described the C ompany’s proposed Residentialwaterrates forthe8

FP FTY .O ne componentof those rates is aZone 1 cu stomercharge of $18 .00 for9

cu stomers withmetersizes from 5/8 inches to 1-1/2 inches.D o you take issu e with10

thatcu stomercharge?11

A . N o,Id o nottake issu e withthe proposed Zone 1 cu stomercharge of $18 .00 permonth12

fora5/8 -inchmeter.The proposed cu stomercharge of $18 .00 permonthis higherthan13

the d irectcu stomer-related costfora5/8 -inchmeter,whichthe C ompany calcu lates to be14

$17 .06 permonth.7 9 W hen the calcu lation is ad ju sted to reflectP A W C ’s proposalto15

charge Resid entialcu stomers withmeters from 3/4-inches to 1-1/2 inches the 5/8 -inch16

charge,and to recognize the red u ced rates paid by low-income cu stomers,8 0 the d irect17

cu stomercostperResid entialbillis approximately $17 .7 2 permonth(approximately a18

9% increase overthe cu rrently effective charge of $16.25permonthfora5/8 -inchmeter19

7 9 P A W C Exh.12-A ,p.A -46.
8 0 M y calcu lation is based on the C ompany’s proposed cu stomercharges forlow-income cu stomers.If the d iscou nt
were to be changed as O C A witness C olton recommend s,an $18 .00 cu stomercharge wou ld remain su fficientto
collectthe costs associated withthe d iscou nt.
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cu stomer).In the contextof the proposed 12.7 % increase forthe FP FTY ,Iconsid erit1

reasonable to rou nd this charge u pto $18 .00 permonth.A s Iexplain below,if the2

C ommission find s thatthe revenu e requ irementis less than the C ompany proposed ,all3

Zone 1 charges (inclu d ingthe cu stomercharge)shou ld be scaled backproportionately.4

Q . A notherelementof Residentialwaterrate design you discu ssed is the minimu m5

u sage allowance in S teelton.Y ou recommended redu cingthe allowance to 1,0006

gallons permonthfrom 1,7 00 gallons permonthfor5/8 -inchcu stomers,and7

eliminatingthe allowance forResidentialcu stomers with1-inchor1-1/2-inch8

meters.A re you also proposingachange in the rates paid byZone 5(S teelton)9

cu stomers?10

A . Y es.Irecommend ed above thatthe C ommission notad optP A W C ’s proposalto have a11

M Y RP in this case.Thatis,the rates forthe FP FTY in early 2021 shou ld remain in12

effectu ntilthe C ompany’s nextbase rate case.The C ompany recognizes thatthe13

settlementinvolvingthe acqu isition of the Steelton system limited the C ompany to14

proposingan increase of no more than 40% in this case.8 1 The C ompany d ivid ed that15

increase between 2021 and 2022.Id o notd isagree withthe u se of a40% increase as the16

u pperlimiton Steelton’s rates in this case,bu tIrecommend u singthe 40% capas the17

limiton the increase forZone 5for2021.18

B ased on allof these factors --the 40% rate increase limitation and the stru ctu ral19

changes Iproposed in Zone 5Resid entialrates --Irecommend thatthe existing5/8 -inch20

cu stomercharge of $14.7 8 permonthfora5/8 -inchmeterbe keptin place and thatthe21

8 1 D ocketN o.A -2019-30068 8 0,JointP etition forA pprovalof Settlementof A llIssu es,¶ 25.
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volu metric rate be setat$1.000 per100 gallons forallResid entialu sage.Resid ential1

cu stomers with5/8 -inchmeters wou ld receive 1,000 gallons permonthas partof the2

cu stomercharge (compared to 1,7 00 gallons permonthatpresent).Resid ential3

cu stomers withmeters largerthan 5/8 -inches wou ld notreceive any minimu m allowance4

(bu ttheirmetercharges wou ld be mu chlowerthan they are atpresent).5

Und erthe C ompany’s proposed revenu e requ irement,the largestpercentage6

increase to any cu stomerwou ld be acu stomerwho u ses exactly 1,7 00 gallons in amonth7

(the cu rrentminimu m allowance).Thatbillwou ld increase from $14.7 8 to $21.7 8 ,an8

increase of $7 .00 permonth,or47 .4%.M ostResid entialbills (those u singmore than9

3,000 gallons permonth)wou ld have increases in the range of 25% to 35%.8 210

Residential Water Rate Design Summary11

Q . P lease su mmarize you rrate design recommendations forResidentialwaterrates.12

A . In su mmary,Isu pportthe C ompany’s proposalto charge the same cu stomercharges for13

Resid entialcu stomers withmeters rangingfrom 5/8 -inches to 1-1/2 inches in d iameter.I14

also agree thataResid entialcu stomercharge (for5/8 -inchto 1-1/2-inchmeters)of15

$18 .00 permonthis reasonable u nd erthe C ompany’s proposed revenu e requ irementfor16

the FP FTY .17

ForZone 5(Steelton),Ialso wou ld have Resid entialcu stomers withmeters from18

5/8 -inches to 1-1/2 inches pay the same cu stomercharge,bu tthatcharge wou ld be19

$14.58 permonth.A s partof thatchange in Steelton,Iwou ld eliminate the minimu m20

u sage allowance forResid entialcu stomers withmeters largerthan 5/8 -inches,and red u ce21

8 2 The C ompany states thatthe average Resid ential5/8 billis for3,458 gallons permonth.P A W C Exh.12-J,p.19.
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the minimu m allowance forResid ential5/8 -inchmetercu stomers to 1,000 gallons per1

month.Ipropose thatallResid entialconsu mption above any minimu m allowance in2

Zone 5shou ld pay arate of $1.000 per100 gallons.3

Ialso su pportthe C ompany’s proposalto red u ce the cu stomercharges and4

eliminate the minimu m u sage allowance in Zone 4 (Tu rbotville).5

ResidentialRate D esign -W astewater6

Overview of Wastewater Rates7

Q . P lease su mmarize you ru nderstandingof the C ompany’s existingwastewaterrates.8

A . The C ompany has 10 d ifferentrate areas forwastewaterservice.The rates vary9

significantly from one areato another,withcu rrentcu stomercharges rangingfrom $7 .5010

in Tu rbotville (Zone 8 )to $30 ormore permonthin Koppel,M cKeesport,and Kane.11

O ften those highercu stomercharges are cou pled withalarge minimu m u sage allowance.12

P A W C also has awastewaterrate areawhere allcu stomers receive flat-rate service ata13

costof either$7 5.10 or$54.60 permonth(Franklin Township)d epend ingon the14

treatmentu sed to serve the cu stomer.15

Q . W hatis you ru nderstandingof the C ompany’s generalapproachto setting16

wastewaterrates forthe FP FTY in this case?17

A . Itappears to me thatthe C ompany is gu id ed by two main goals:complyingwiththe18

provisions of any C ommission ord ers orsettlements foracqu ired systems;and moving19

toward rate consolid ation and the elimination of minimu m u sage allowances.20
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Q . A re those reasonable goals?1

A . Y es,those goals are reasonable,bu tthey shou ld notbe the only goals.A s Id iscu ssed2

above,there shou ld be specific criteriathatlimitthe costs transferred to Zone 1 water3

cu stomers orthatotherwise su bsid ize Section 1329 premiu ms paid by the C ompany.In4

ad d ition,the C ompany has given more weightto aprovision in its A ssetP u rchase5

A greementwithScranton than the C ommission is requ ired to give to thatprovision (as I6

d iscu ss below).Ialso find two instances where the C ompany has proposed extremely7

large rate increases (more than 50% formany cu stomers),whichIalso d iscu ss below.8

Zone 3 (Scranton Area) Rates9

Q . W hatis you ru nderstandingof presentand proposed wastewaterrates forZone 310

(S cranton A rea)Residentialcu stomers?11

A . The C ompany’s presentrates in Zone 3(Scranton A rea)consistof acu stomercharge of12

$19.50 permonthand avolu metric charge of $0.617 3per100 gallons.P A W C is13

proposingno increase in the cu stomercharge and avolu metric increase of 16.8 % to14

$0.7 212 per100 gallons.8 3 O verall,the C ompany is proposingincreased revenu es from15

Resid entialwastewatercu stomers in the FP FTY of $1.17 million,an increase of 8 .4%.16

Q . D o you have aconcern withthe C ompany’s proposalforZone 3?17

A . Y es.A ccord ingto the C ompany’s C O SS forScranton,presentrevenu es are $23.4718

million compared to the totalcostof service of $34.7 5million,ashortfallof $11.319

million.Itwou ld take an increase of almost50% to bringrates u pto the costof service,20

8 3 P resentand proposed rates are from P A W C Exh.12-N .
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and Icertainly u nd erstand why su chan increase,in asingle step,wou ld notbe1

reasonable.The C ompany,however,is proposingto make only very slow progress2

toward closingthe gapbetween costs and revenu es --increasingrevenu es by $2.8 33

million in the FP FTY .The remaining$8 .46 million wou ld be passed on to Zone 1 water4

cu stomers.5

Q . W hyis the C ompanyproposingto limitthe increase in Zone 3to less than a12%6

increase when itis proposingmu chlargerincreases in otherrate zones?7

A . The A ssetP u rchase A greementin whichthe C ompany pu rchased the Scranton-area8

wastewaterassets limits the amou ntof increase the C ompany can propose in any rate9

case forits firstten years of ownership.The agreement,however,d oes notlimitthe10

increase the C ommission can actu ally au thorize in this orany otherrate case.11

Q . W hatdo you recommend?12

A . Irecommend thatrates in Zone 3(Scranton A rea)shou ld be increased by approximately13

20%.This is mu chless than the increases proposed by the C ompany in otherrate areas,14

itwou ld startto make su bstantialprogress toward closingthe gapbetween revenu e15

requ irements and rates,and itwou ld lessen the su bsid ies paid by Zone 1 watercu stomers.16

A 20% increase in Zone 3revenu es wou ld increase sales revenu es by approximately17

$4.66 million (compared to $2.7 6 million u nd erthe C ompany’s proposal),red u cingthe18

Zone 1 watersu bsid y by $1.9 million.This wou ld bringrevenu es to within abou t$619

million of the Zone 3proposed revenu e requ irement,whichshou ld make itfeasible to20

have the zone pay cost-based rates within the nexttwo rate cases.21
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Q . H ow wou ld you modifyZone 3rates to collectthese additionalrevenu es?1

A . A s Id iscu ssed above,becau se of the inclu sion of significantstormwatercosts in the2

revenu e requ irement,and the cu rrentinability to properly charge those costs to3

cu stomers,Irecommend an across-the-board increase within Zone 3;thatis,allrates4

shou ld increase by the same percentage (approximately 20%).5

Zone 4 (Koppel) Rates6

Q . W hatis you ru nderstandingof presentand proposed wastewaterrates forZone 47

(Koppel)Residentialcu stomers?8

A . The C ompany’s presentrates in Zone 4 (Koppel)consistof acu stomercharge of $30.009

permonthand avolu metric charge of $0.6500 per100 gallons.P A W C is proposingto10

d ecrease the cu stomercharge to $11.00 permonthand almosttriple the volu metric11

charge to $1.7 631 per100 gallons.8 4 O verall,the C ompany is proposingincreased12

revenu es from Resid entialwastewatercu stomers in the FP FTY of $44,8 67 ,an increase of13

23.55%.14

Q . D o you have anyconcerns withthis proposal?15

A . Y es,my concern is notwiththe overallincrease to Resid entialcu stomers,bu twiththe16

highly d isparate impacton cu stomers within the Resid entialclass.A ccord ingto the17

C ompany’s calcu lations,some cu stomers wou ld receive significantd ecreases in their18

bills (acu stomeru singno waterwou ld have theirbillred u ced by almosttwo-third s)19

while othercu stomers wou ld see theirbills increase by 50% ormore.Specifically,the20

8 4 P resentand proposed rates are from P A W C Exh.12-K,Sched u le 7 .
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C ompany shows thatallcu stomers u sing4,000 gallons permonthormore wou ld see1

theirbills increase by more than 50%.C u stomers u singmore than 10,000 gallons in a2

monthwou ld see theirbills increase by 100% ormore.8 53

Q . A re non-residentialcu stomers facingsimilarincreases in Zone 4?4

A . N o.The C ompany is proposingincreases of approximately 11% in the FP FTY foreach5

non-resid entialcu stomerin Zone 4.8 66

Q . W hatdo you recommend?7

A . Irecommend the Zone 4 Resid entialcu stomercharge shou ld be d ecreased to $24.00 per8

month(a20% red u ction)and the Resid entialvolu metric charge shou ld be increased by9

50% to $0.97 50.This wou ld keepthe billimpactformostcu stomers u nd er33% in the10

FP FTY ,withno resid entialcu stomerreceivingan increase of 50% ormore.This11

proposalresu lts in arevenu e shortfall,compared to the C ompany’s filing,of12

approximately $35,000.This amou ntcan be ad d ed to the $2.4 million su bsid y from the13

sanitary wastewaterzones (exclu d ingSad sbu ry and Exeter).Itwou ld nothave a14

measu rable effecton Zone 1 waterrates.15

8 5 P A W C Exh.12-K,p.29.
8 6 C alcu lated from P A W C Exh.12-K,pp.16-17 .
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Zone 6 (McKeesport) Rates1

Q . P lease su mmarize you ru nderstandingof presentand proposed FP FTY rates in2

Zone 6 (M cKeesport).3

A . A s Iu nd erstand it,Zone 6 has two d istinctservice areas:M cKeesportand P ortV u e.For4

mostResid entialcu stomers (5/8 -inchmeter),existingrates in M cKeesportconsistof a5

cu stomercharge of $30.7 0 permonththatinclu d es the first2,000 gallons permonth.6

W astewaterflows in excess of 2,000 gallons permonthare billed atthe rate of $1.27 5per7

100 gallons.P A W C is proposingto eliminate the minimu m u sage allowance,red u ce the8

cu stomercharge to $11.00 permonth,and increase the volu metric rate to $1.7 631 per9

100 gallons.M ostResid entialcu stomers wou ld have theirbills increase by less than10

40% u nd erthis proposal,while very low-u se cu stomers wou ld have theirbills d ecline11

compared to presentrates.8 7 Iwillnotbe d iscu ssingthe M cKeesportservice areafu rther.12

The P ortV u e area,however,has very d ifferentrates.A llP ortV u e Resid ential13

cu stomers are billed qu arterly.Und erpresentrates,they pay $58 .05perqu arterwhich14

inclu d es the first4,000 gallons perqu arterof u sage.Usage in excess of 4,000 gallons per15

qu arteris billed atarate of $0.995per100 gallons.P A W C is proposingto eliminate the16

minimu m allowance and charge P ortV u e cu stomers exactly the same rates as cu stomers17

in the M cKeesportarea.This wou ld resu ltin mostP ortV u e cu stomers (every cu stomer18

u sing2,000 gallons ormore permonth)seeingtheirbills increase by approximately19

7 0%.8 8 Id o notconsid era7 0% increase to be reasonable in the contextof this case.20

8 7 P A W C Exh.12-O ,p.18 .
8 8 P A W C Exh.12-O ,p.19.
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Q . In response to O C A IV -005,P A W C witness E verette states thatthe settlementin the1

M cKeesportacqu isition case requ ires thatP ortV u e rates be setequ alto the rates2

forallotherM cKeesportcu stomers.D o you agree?3

A . N o,Id o notagree.The relevantparagraphof the settlementread s as follows:4

In its firstbase rate case followingthe closingof the acqu isition,P A W C5
willpropose to establisharate zone forM cKeesportand increase the rates6
of the System to an amou ntequ alto the Zone 1 wastewaterrates of7
P A W C ’s wastewaterd ivision,u nless su chincrease wou ld be more than8
two times the system-average increase forthe wastewaterd ivision9
(calcu lated on apercentage increase basis).If the increase forthe System10
wou ld be more than two times the system-average increase of the11
wastewaterd ivision,P A W C willpropose thatthe increase forthe System12
be capped attwo times the system-average wastewaterd ivision increase in13
this firstbase rate case.P A W C ,the C ity and the O C A agree thatthey will14
notchallenge oroppose this proposalin the firstbase rate case;provid ed ,15
however,thatthe JointP etitioners expressly recognize the C ommission’s16
u ltimate ratemakingau thority to setju stand reasonable rates and ,17
notwithstand inganythingto the contrary contained in this paragraph,may18
enterinto asettlementof the base rate case,whetherfu llorpartialand19
whetheru nanimou s ornon-u nanimou s,on reasonable terms and20
cond itions.8 921

A s Iread this langu age,its intention regard ingP ortV u e rates is u nclear.Und er22

P A W C ’s proposal,main M cKeesportrates wou ld increase by no more than twice the23

system-average percentage increase,bu tthatis notthe case forP ortV u e cu stomers.Ialso24

note thatthe settlementcontained aseparate provision thatrequ ired the C ompany’s25

C O SS to separately id entify certain costs associated withP ortV u e.90 To my read ing,this26

recognizes the possibility thatratemakingforP ortV u e mightd ifferfrom ratemakingfor27

the remaind erof the M cKeesportsystem.28

8 9 D ocketN o.A -2017 -2606103,JointP etition forA pprovalof Settlementof A llIssu es,¶ 20.
90 Id .,¶ 19.
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Q . H ow do you interpretthe above-qu oted provision in the S ettlementA greementthat1

limits the M cKeesportincrease to no more than two times the “system-average2

increase forthe wastewaterdivision”?3

A . Itis u nclearexactly how to measu re the “system-average increase forthe wastewater4

d ivision”as stated in the SettlementA greement,since P A W C has proposed six separate5

wastewaterrevenu e requ irements,and those rate areas are havingtheirrates su bsid ized to6

d ifferentd egrees by Zone 1 watercu stomers.A s ameasu re of the wastewateraverage7

increase,Iam u singthe sanitary sewerd ivision (exclu d ingSad sbu ry and Exeter)which,8

withno watersu bsid y,has an increased revenu e requ irementof approximately 23%.919

Thu s,Iinterpretthe rate limitation in the M cKeesportsettlementto be an increase of no10

more than 46%.11

Q . W hatdo you recommend?12

A . Iagree withsettingthe P ortV u e cu stomercharge equ alto the wastewaterZone 113

cu stomercharge of $11.00 permonth(or$33.00 perqu arter)and eliminatingthe14

minimu m u sage allowance.The volu metric charge forP ortV u e cu stomers,however,15

shou ld be limited to a40% increase,or$1.393per100 gallons.This wou ld ensu re that16

no cu stomer’s billwou ld increase by more than 46%,while mostbills wou ld increase by17

40% orless.18

91 From P A W C Exhibit12-C ,p.5:Sales costof service of $29.4 million +watersu bsid y of$2.4 million =revenu e
requ irementof $31.8 million compared to presentrate revenu es of $25.8 million,whichis an increase of 23.26%.
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Settingrates atthese levels wou ld resu ltin arevenu e shortfallcompared to the1

C ompany’s proposed FP FTY rates of approximately $230,000.This shortfallcan be2

ad d ed to the waterZone 1 su bsid y u nd erSection 1311(c).3

S ettingRates to C ollectaL owerRevenu e Requ irement4

Q . If the C ommission determines thatthe FP FTY revenu e requ irementis less than the5

C ompanyproposed,how shou ld rates be set?6

A . If the C ommission red u ces the revenu e requ irementin rate zones thatare being7

su bsid ized by waterZone 1 cu stomers,then the change from the C ompany’s FP FTY8

revenu e requ irementshou ld be u sed firstto red u ce the waterZone 1 su bsid y in9

proportion to the su bsid y paid by eachcu stomerclass u nd erP A W C ’s proposalforthe10

FP FTY .A ny remainingred u ction wou ld be applied proportionally to the rates in the11

particu larrate zone.12

If the change is to the waterZone 1 revenu e requ irement,then the red u ction13

shou ld be spread amongthe cu stomerclasses in proportion to eachclass’s costof service14

u nd ermy C O SS.Forthe Resid entialclass,Iwou ld apply thatred u ction proportionately15

to boththe cu stomercharge and volu metric charge.16

Q . W ou ld the same process be u sed if the C ommission agrees withthe O C A ’s revenu e17

requ irements witnesses thatexistingrates shou ld be redu ced?18

A . Y es.A s Iu nd erstand it,the O C A ’s revenu e requ irements recommend ations are being19

mad e separately foreachrate zone.There is asu bstantialred u ction in waterZone 120

rates,some otherzones also shou ld receive arate red u ction,bu tothers wou ld have rate21

increases.M y recommend ation,therefore is the same --red u ctions in su bsid ized rate22
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zones’revenu e requ irements shou ld be applied firstto red u ce the waterZone 1 su bsid y1

forthatzone.O nly afterthe zone is no longerbeingsu bsid ized wou ld itbe reasonable to2

red u ce the rates paid by cu stomers in thatrate zone.3

C onclu sion4

Q . D oes this conclu de you rdirecttestimony?5

A . Y es,itd oes.6
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u tility’s core and non-core bu siness fu nctions,onbehalfofthe M aine P u blic A d vocate.

42.N otice of A dju stmentofthe Rates ofKentu cky-A mericanW aterC ompany,Kentu ckyP u blic Service
C ommission,C ase N o.2000-120.2000.C oncerningthe appropriate method s forallocatingcosts and
d esigningrates,onbehalfofthe Kentu ckyO ffice ofA ttorneyGeneral.

43.Inthe M atterofthe P etitionofGordon’s C ornerW aterC ompanyforanIncrease inRates and C harges for
W aterService,N ew JerseyB oard of P u blic Utilities,D ocketN o.W R00050304.2000.C oncerningthe
revenu e requ irements and rate d esignforawateru tility,onbehalfofthe N ew JerseyD ivisionofRatepayer
A d vocate.

44.TestimonyconcerningA rsenic inD rinkingW ater:A nUpdate onthe Science,B enefits,and C osts,
C ommittee onScience,United States H ou se ofRepresentatives.2001.C oncerningthe effects onlow-
income hou sehold s and smallcommu nities from amore stringentregu lationofarsenic ind rinkingwater.

45.Inthe M atterofthe A pplicationofThe C incinnatiGas & Electric C ompanyforanIncrease inGas Rates in
its Service Territory,P u blic Utilities C ommissionofO hio,C ase N o.01-1228 -GA -A IR,etal.2002.
C oncerningthe need forand stru ctu re ofaspecialrid erand alternative form ofregu lationforanaccelerated
mainreplacementprogram,onbehalfofthe O hioC onsu mers’C ou nsel.

46.P ennsylvaniaState Treasu rer’s H earingonEnronand C orporate Governance Issu es.2002.C oncerning
Enron’s role inP ennsylvania’s electricitymarketand related issu es,onbehalfofthe P ennsylvaniaA FL -
C IO .

47 .A nInvestigationintothe Feasibilityand A dvisabilityofKentu cky-A mericanW aterC ompany’s P roposed
Solu tiontoits W aterSu pplyD eficit,Kentu ckyP u blic Service C ommission,C ase N o.2001-00117 .2002.
C oncerningwatersu pplyplanning,regu latoryoversight,and related issu e,onbehalfofthe Kentu ckyO ffice
ofA ttorneyGeneral.

48 .JointA pplicationof P ennsylvania-A mericanW aterC ompanyand Thames W aterA qu aH oldings GmbH ,
P ennsylvaniaP u blic UtilityC ommission,D ocketN os.A -21228 5F0096 and A -23007 3F0004.2002.
C oncerningthe risks and benefits associated withthe proposed acqu isitionofawateru tility,onbehalfofthe
P ennsylvaniaO ffice of C onsu merA d vocate.

49.A pplicationforA pprovalofthe Transferof C ontrolofKentu cky-A mericanW aterC ompanytoRW E A G and
Thames W aterA qu aH oldings GmbH ,Kentu ckyP u blic Service C ommission,C ase N o.2002-00018 .2002.
C oncerningthe risks and benefits associated withthe proposed acqu isitionofawateru tility,onbehalfofthe
Kentu ckyO ffice ofA ttorneyGeneral.
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50.JointP etitionforthe C onsentand A pprovalofthe A cqu isitionofthe O u tstandingC ommonStockof
A mericanW aterW orks C ompany,Inc.,the P arentC ompanyand C ontrollingShareholderofW estV irginia-
A mericanW aterC ompany,W estV irginiaP u blic Service C ommission,C ase N o.01-1691-W -P C .2002.
C oncerningthe risks and benefits associated withthe proposed acqu isitionofawateru tility,onbehalfofthe
C onsu merA d vocate D ivisionofthe W estV irginiaP u blic Service C ommission.

51.JointP etitionofN ew Jersey-A mericanW aterC ompany,Inc.and Thames W aterA qu aH oldings GmbH for
A pprovalof C hange inC ontrolofN ew Jersey-A mericanW aterC ompany,Inc.,N ew JerseyB oard of P u blic
Utilities,D ocketN o.W M 011208 33.2002.C oncerningthe risks and benefits associated withthe proposed
acqu isitionofawateru tility,onbehalfofthe N ew JerseyD ivisionofRatepayerA d vocate.

52.Illinois-A mericanW aterC ompany,P roposed GeneralIncrease inW aterRates,Illinois C ommerce
C ommission,D ocketN o.02-0690.2003.C oncerningrate d esignand costofservice issu es,onbehalfofthe
Illinois O ffice ofthe A ttorneyGeneral.

53.P ennsylvaniaP u blic UtilityC ommissionv.P ennsylvania-A mericanW aterC ompany,P ennsylvaniaP u blic
UtilityC ommission,D ocketN o.R-00038 304.2003.C oncerningrate d esignand costofservice issu es,on
behalfofthe P ennsylvaniaO ffice of C onsu merA d vocate.

54.W estV irginia-A mericanW aterC ompany,W estV irginiaP u blic Service C ommission,C ase N o.03-0353-W -
42T.2003.C oncerningafford ability,rate d esign,and costofservice issu es,onbehalfofthe W estV irginia
C onsu merA d vocate D ivision.

55.P etitionofSeabrookW aterC orp.foranIncrease inRates and C harges forW aterService,N ew Jersey
B oard of P u blic Utilities,D ocketN o.W R3010054.2003.C oncerningrevenu e requ irements,rate d esign,
pru d ence,and regu latorypolicy,onbehalfofthe N ew JerseyD ivisionofRatepayerA d vocate.

56.C hesapeake RanchW aterC o.v.B oard of C ommissioners of C alvertC ou nty,U.S.D istrictC ou rtfor
Sou thernD istrictofM aryland ,C ivilA ctionN o.8 :03-cv-02527 -A W .2004.Su bmitted expertreport
concerningthe expected levelofrates u nd ervariou s options forservingnew commerciald evelopment,on
behalfofthe plaintiff.

57 .TestimonyconcerningL ead inD rinkingW ater,C ommittee onGovernmentReform,United States H ou se of
Representatives.2004.C oncerningthe trad e-offs faced bylow-income hou sehold s whend rinkingwater
costs increase,inclu d ingananalysis ofH .R.4268 .

58 .W estV irginia-A mericanW aterC ompany,W estV irginiaP u blic Service C ommission,C ase N o.04-037 3-W -
42T.2004.C oncerningafford abilityand rate comparisons,onbehalfofthe W estV irginiaC onsu mer
A d vocate D ivision.

59.W estV irginia-A mericanW aterC ompany,W estV irginiaP u blic Service C ommission,C ase N o.04-0358 -W -
P C .2004.C oncerningcosts,benefits,and risks associated withawholesale watersales contract,onbehalf
ofthe W estV irginiaC onsu merA d vocate D ivision.

60.Kentu cky-A mericanW aterC ompany,Kentu ckyP u blic Service C ommission,C ase N o.2004-00103.2004.
C oncerningrate d esignand tariffissu es,onbehalfofthe Kentu ckyO ffice ofA ttorneyGeneral.
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61.N ew L andingUtility,Inc.,Illinois C ommerce C ommission,D ocketN o.04-0610.2005.C oncerningthe
ad equ acyofservice provid ed by,and stand ard s ofperformance for,awaterand wastewateru tility,onbehalf
ofthe Illinois O ffice ofA ttorneyGeneral.

62.P eople ofthe State ofIllinois v.N ew L andingUtility,Inc.,C ircu itC ou rtofthe 15thJu d icialD istrict,O gle
C ou nty,Illinois,N o.00-C H -97 .2005.C oncerningthe stand ard s ofperformance forawaterand
wastewateru tility,inclu d ingwhetherareceivershou ld be appointed tomanage the u tility’s operations,on
behalfofthe Illinois O ffice ofA ttorneyGeneral.

63.H ope Gas,Inc.d/b/aD ominionH ope,W estV irginiaP u blic Service C ommission,C ase N o.05-0304-G-
42T.2005.C oncerningthe u tility’s relationships withaffiliated companies,inclu d inganappropriate level
ofrevenu es and expenses associated withservices provid ed toand received from affiliates,onbehalfofthe
W estV irginiaC onsu merA d vocate D ivision.

64.M onongahelaP owerC o.and The P otomac EdisonC o.,W estV irginiaP u blic Service C ommission,C ase
N os.05-0402-E-C N and 05-07 50-E-P C .2005.C oncerningreview ofaplantofinance the constru ctionof
pollu tioncontrolfacilities and related issu es,onbehalfofthe W estV irginiaC onsu merA d vocate D ivision.

65.JointA pplicationofD u ke EnergyC orp.,etal.,forA pprovalofaTransferand A cqu isitionof C ontrol,C ase
Kentu ckyP u blic Service C ommission,N o.2005-00228 .2005.C oncerningthe risks and benefits
associated withthe proposed acqu isitionofanenergyu tility,onbehalfofthe Kentu ckyO ffice ofthe
A ttorneyGeneral.

66.C ommonwealthEdisonC ompanyproposed generalrevisionofrates,restru ctu ringand price u nbu ndlingof
bu ndled service rates,and revisionofotherterms and conditions ofservice,Illinois C ommerce
C ommission,D ocketN o.05-0597 .2005.C oncerningrate d esignand costofservice,onbehalfofthe
Illinois O ffice ofA ttorneyGeneral.

67 .P ennsylvaniaP u blic UtilityC ommissionv.A qu a P ennsylvania,Inc.,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-00051030.2006.C oncerningrate d esignand costofservice,onbehalfofthe
P ennsylvaniaO ffice of C onsu merA d vocate.

68 .C entralIllinois L ightC ompanyd/b/aA merenC IL C O ,C entralIllinois P u blic Service C ompanyd/b/a
A merenC IP S,and Illinois P owerC ompanyd/b/aA merenIP ,proposed generalincreases inrates for
deliveryservice,Illinois C ommerce C ommission,D ocketN os.06-007 0,etal.2006.C oncerningrate
d esignand costofservice,onbehalfofthe Illinois O ffice ofA ttorneyGeneral.

69.Grens,etal.,v.Illinois-A mericanW aterC o.,Illinois C ommerce C ommission,D ocketN os.5-068 1,etal.
2006.C oncerningu tilitybilling,metering,meterread ing,and cu stomerservice practices,onbehalfofthe
Illinois O ffice ofA ttorneyGeneraland the V illage ofH omerGlen,Illinois.

7 0.C ommonwealthEdisonC ompanyP etitionforA pprovalofTariffs ImplementingC omEd’s P roposed
ResidentialRate StabilizationP rogram,Illinois C ommerce C ommission,D ocketN o.06-0411.2006.
C oncerningau tility’s proposed pu rchased powerphase-inproposal,inbehalfofthe Illinois O ffice of
A ttorneyGeneral.

7 1.Illinois-A mericanW aterC ompany,A pplicationforA pprovalofits A nnu alReconciliationof P u rchased
W aterand P u rchased Sewage TreatmentSu rcharges P u rsu antto83Ill.A dm.C ode 655,Illinois C ommerce
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C ommission,D ocketN o.06-0196.2006.C oncerningthe reconciliationofpu rchased waterand sewer
charges,onbehalfofthe Illinois O ffice ofA ttorneyGeneraland the V illage ofH omerGlen,Illinois.

7 2.Illinois-A mericanW aterC ompany,etal.,Illinois C ommerce C ommission,D ocketN o.06-0336.2006.
C oncerningthe risks and benefits associated withthe proposed d ivestitu re ofawateru tility,onbehalfofthe
Illinois O ffice ofA ttorneyGeneral.

7 3.JointP etitionofKentu cky-A mericanW aterC ompany,etal.,Kentu ckyP u blic Service C ommission,D ocket
N o.2006-00197 .2006.C oncerningthe risks and benefits associated withthe proposed d ivestitu re ofa
wateru tility,onbehalfofthe Kentu ckyO ffice ofA ttorneyGeneral.

7 4.A qu aIllinois,Inc.P roposed Increase inW aterRates forthe Kankakee D ivision,Illinois C ommerce
C ommission,D ocketN o.06-028 5.2006.C oncerningvariou s revenu e requ irement,rate d esign,and tariff
issu es,onbehalfofthe C ou ntyofKankakee.

7 5.H ou singA u thorityforthe C ityof P ottsville v.Schu ylkillC ou ntyM u nicipalA u thority,C ou rtof C ommon
P leas ofSchu ylkillC ou nty,P ennsylvania,N o.S-7 8 9-2000.2006.C oncerningthe reasonableness and
u niformityofrates charged byamu nicipalwaterau thority,onbehalfofthe P ottsville H ou singA u thority.

7 6.A pplicationof P ennsylvania-A mericanW aterC ompanyforA pprovalofaC hange inC ontrol,P ennsylvania
P u blic UtilityC ommission,D ocketN o.A -21228 5F0136.2006.C oncerningthe risks and benefits
associated withthe proposed d ivestitu re ofawateru tility,onbehalfofthe P ennsylvaniaO ffice of C onsu mer
A d vocate.

7 7 .A pplicationofA rtesianW aterC ompany,Inc.,foranIncrease inW aterRates,D elaware P u blic Service
C ommission,D ocketN o.06-158 .2006.C oncerningrate d esignand costofservice,onbehalfofthe Staff
ofthe D elaware P u blic Service C ommission.

7 8 .C entralIllinois L ightC ompany,C entralIllinois P u blic Service C ompany,and Illinois P owerC ompany:
P etitionRequ estingA pprovalofD eferraland Secu ritizationof P owerC osts,Illinois C ommerce
C ommission,D ocketN o.06-0448 .2006.C oncerningau tility’s proposed pu rchased powerphase-in
proposal,inbehalfofthe Illinois O ffice ofA ttorneyGeneral.

7 9.P etitionof P ennsylvania-A mericanW aterC ompanyforA pprovaltoImplementaTariffSu pplement
Revisingthe D istribu tionSystem ImprovementC harge,P ennsylvaniaP u blic UtilityC ommission,D ocket
N o.P -00062241.2007 .C oncerningthe reasonableness ofawateru tility’s proposaltoincrease the capona
statu torilyau thorized d istribu tionsystem su rcharge,onbehalfofthe P ennsylvaniaO ffice of C onsu mer
A d vocate.

8 0.A dju stmentofthe Rates ofKentu cky-A mericanW aterC ompany,Kentu ckyP u blic Service C ommission,
C ase N o.2007 -00143.200 7 .C oncerningrate d esignand costofservice,onbehalfofthe Kentu ckyO ffice
ofA ttorneyGeneral.

8 1.A pplicationofKentu cky-A mericanW aterC ompanyforaC ertificate of C onvenience and N ecessity
A u thorizingthe C onstru ctionofKentu ckyRiverStationII,A ssociated Facilities and TransmissionM ain,
Kentu ckyP u blic Service C ommission,C ase N o.2007 -00134.2007 .C oncerningthe life-cycle costs ofa
planned watersu pplysou rce and the impositionofcond itions onthe constru ctionofthatproject,onbehalf
ofthe Kentu ckyO ffice ofA ttorneyGeneral.
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8 2.P a.P u blic UtilityC ommissionv.P ennsylvania-A mericanW aterC ompany,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-0007 2229.2007 .C oncerningrate d esignand costofservice,onbehalfofthe
P ennsylvaniaO ffice of C onsu merA d vocate.

8 3.Illinois-A merican W aterC ompany A pplication forA pprovalof its A nnu alReconciliation of P u rchased
W aterand P u rchased Sewage TreatmentSu rcharges,Illinois C ommerce C ommission,D ocketN o.07 -
0195.2007 .C oncerningthe reconciliationofpu rchased waterand sewercharges,onbehalfofthe Illinois
O ffice ofA ttorneyGeneral.

8 4.In the M atterof the A pplication of A qu a O hio,Inc.to Increase Its Rates forW aterService P rovided in the
L ake Erie D ivision,P u blic Utilities C ommission of O hio,C ase N o.07 -0564-W W -A IR.200 7 .C oncerning
rate d esign and costof service,on behalf of the O ffice of the O hio C onsu mers’C ou nsel.

8 5.P a.P u blic Utility C ommission v.A qu a P ennsylvania Inc.,P ennsylvaniaP u blic Utility C ommission,
D ocketN o.R-000 7 27 11.200 8 .C oncerningrate d esign,on behalf of the M asthope P roperty O wners
C ou ncil.

8 6.Illinois-A merican W aterC ompany P roposed increase in waterand sewerrates,Illinois C ommerce
C ommission,D ocketN o.07 -0507 .200 8 .C oncerningrate d esign and d emand stu d ies,on behalf of the
Illinois O ffice of A ttorney General.

8 7 .C entralIllinois L ightC ompany,d/b/a A merenC IL C O ;C entralIllinois P u blic Service C ompany,d/b/a
A merenC IP S;Illinois P owerC ompany,d/b/a A merenIP :P roposed generalincrease in rates forelectric
delivery service,Illinois C ommerce C ommission D ocketN os.07 -058 5,07 -058 6,07 -058 7 .200 8 .
C oncerningrate d esign and costof service stu d ies,on behalf of the Illinois O ffice of A ttorney General.

8 8 .C ommonwealthEdison C ompany:P roposed generalincrease in electric rates,Illinois C ommerce
C ommission D ocketN o.07 -0566.200 8 .C oncerningrate d esign and costof service stu d ies,on behalf of
the Illinois O ffice of A ttorney General.

8 9.In the M atterof A pplication of O hio A merican W aterC o.to Increase Its Rates,P u blic Utilities
C ommission of O hio,C ase N o.07 -1112-W S-A IR.200 8 .C oncerningrate d esign and costof service,on
behalf of the O ffice of the O hio C onsu mers’C ou nsel.

90.In the M atterof the A pplication of The EastO hio Gas C ompany d/b/a D ominion EastO hio forA u thority
to Increase Rates forits Gas Service,P u blic Utilities C ommission of O hio,C ase N os.07 -8 29-GA -A IR,et
al.200 8 .C oncerningthe need for,and stru ctu re of,an accelerated infrastru ctu re replacementprogram
and rate su rcharge,on behalf of the O ffice of the O hio C onsu mers’C ou nsel.

91.P a.P u blic Utility C ommission v.P ennsylvania A merican W aterC ompany,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-200 8 -203268 9.2008 .C oncerningrate d esign,costof service stu d y,and
othertariff issu es,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

92.P a.P u blic Utility C ommission v.YorkW aterC ompany,P ennsylvaniaP u blic Utility C ommission,D ocket
N o.R-200 8 -2023067 .2008 .C oncerningrate d esign,costof service stu d y,and othertariff issu es,on
behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.
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93.N orthern Illinois Gas C ompany d/b/a N icorGas C ompany,Illinois C ommerce C ommission,D ocketN o.
08 -0363.200 8 .C oncerningrate d esign,costof service,and au tomatic rate ad ju stments,on behalf of the
Illinois O ffice of A ttorney General.

94.W estV irginia A merican W aterC ompany,W estV irginiaP u blic Service C ommission,C ase N o.08 -0900-
W -42T.200 8 .C oncerningaffiliated interestcharges and relationships,on behalfof the C onsu mer
A d vocate D ivision of the P u blic Service C ommission of W estV irginia.

95.Illinois-A merican W aterC ompany A pplication forA pprovalof its A nnu alReconciliation of P u rchased
W aterand P u rchased Sewage TreatmentSu rcharges,Illinois C ommerce C ommission,D ocketN o.08 -
0218 .2008 .C oncerningthe reconciliationofpu rchased waterand sewercharges,onbehalfofthe Illinois
O ffice ofA ttorneyGeneral.

96.In the M atterof A pplication of D u ke Energy O hio,Inc.foran Increase in Electric Rates,P u blic Utilities
C ommission of O hio,C ase N o.08 -07 09-EL -A IR.2009.C oncerningrate d esign and costof service,on
behalf of the O ffice of the O hio C onsu mers’C ou nsel.

97 .The P eoples Gas L ightand C oke C ompany and N orthShore Gas C ompany P roposed GeneralIncrease in
Rates forGas Service,Illinois C ommerce C ommission,D ocketN os.09-0166 and 09-0167 .2009.
C oncerningrate d esign and au tomatic rate ad ju stments on behalf of the Illinois O ffice of A ttorney
General,C itizens Utility B oard ,and C ity of C hicago.

98 .Illinois-A merican W aterC ompany P roposed Increase in W aterand SewerRates,Illinois C ommerce
C ommission,D ocketN o.09-0319.2009.C oncerningrate d esign and costof service on behalf of the
Illinois O ffice of A ttorney Generaland C itizens Utility B oard .

99.P a.P u blic UtilityC ommissionv.A qu a P ennsylvaniaInc.,P ennsylvaniaP u blic UtilityC ommission,D ocket
N o.R-2009-2132019.2010.C oncerningrate d esign,costofservice,and au tomatic ad ju stmenttariffs,on
behalfofthe P ennsylvaniaO ffice of C onsu merA d vocate.

100.A pple C anyon Utility C ompany and L ake W ildwood Utilities C orporation P roposed GeneralIncreases in
W aterRates,Illinois C ommerce C ommission,D ocketN os.09-0548 and 09-0549.2010.C oncerning
parent-company charges,qu ality of service,and othermatters,on behalf of A pple C anyon L ake P roperty
O wners’A ssociation and L ake W ild wood A ssociation,Inc.

101.A pplication of A qu arion W aterC ompany of C onnecticu tto A mend its Rate Schedu les,C onnecticu t
D epartmentof P u blic Utility C ontrol,D ocketN o.10-02-13.2010.C oncerningrate d esign,proof of
revenu es,and othertariff issu es,on behalf of the C onnecticu tO ffice of C onsu merC ou nsel.

102.Illinois-A merican W aterC ompany A nnu alReconciliation of P u rchased W aterand Sewage Treatment
Su rcharges,Illinois C ommerce C ommission,D ocketN o.09-0151.2010.C oncerningthe reconciliation
ofpu rchased waterand sewercharges,onbehalfofthe Illinois O ffice ofA ttorneyGeneral.

103.P a.P u blic Utility C ommission v.P ennsylvania-A merican W aterC o.,P ennsylvaniaP u blic Utility
C ommission,D ocketN os.R-2010-2166212,etal.2010.C oncerningrate d esign and costof service
stu d y forfou rwastewateru tility d istricts,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

104.C entralIllinois L ightC ompanyd/b/aA merenC IL C O ,C entralIllinois P u blic Service C ompanyd/b/a
A merenC IP S,Illinois P owerC ompanyd/b/aA merenIP P etitionforaccou ntingorder,Illinois C ommerce
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C ommission,D ocketN o.10-0517 .2010.C oncerningratemakingproced u res foramu lti-d istrictelectric
and natu ralgas u tility,onbehalfofthe Illinois O ffice ofA ttorneyGeneral.

105.C ommonwealthEdisonC ompanyP etitionforGeneralIncrease inD eliveryService Rates,Illinois
C ommerce C ommissionD ocketN o.10-0467 .2010.C oncerningrate d esignand costofservice stu d y,on
behalfofthe Illinois O ffice ofA ttorneyGeneral.

106.P a.P u blic UtilityC ommissionv.C ityofL ancasterB u reau of W ater,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2010-217 9103.2010.C oncerningrate d esign,costofservice,and cost
allocation,onbehalfofthe P ennsylvaniaO ffice of C onsu merA d vocate.

10 7 .A pplicationofYankee Gas Services C ompanyforA mended Rate Schedu les,C onnecticu tD epartmentof
P u blic UtilityC ontrol,D ocketN o.10-12-02.2011.C oncerningrate d esignand costofservice foranatu ral
gas u tility,onbehalfofthe C onnecticu tO ffice of C onsu mers’C ou nsel.

10 8 .C alifornia-A mericanW aterC ompany,C aliforniaP u blic Utilities C ommission,A pplication10-07 -007 .
2011.C oncerningrate d esignand costofservice formu ltiple water-u tilityservice areas,onbehalfofThe
UtilityReform N etwork.

109.L ittle W ashingtonW astewaterC ompany,Inc.,M asthope W astewaterD ivision,P ennsylvaniaP u blic Utility
C ommissionD ocketN o.R-2010-2207 8 33.2011.C oncerningrate d esignand variou s revenu e
requ irements issu es,onbehalfofthe M asthope P ropertyO wners C ou ncil.

110.Inthe matterof P ittsfield A qu ed u ctC ompany,Inc.,N ew H ampshire P u blic Utilities C ommissionC ase N o.
D W 10-090.2011.C oncerningrate d esignand costofservice onbehalfofthe N ew H ampshire O ffice of
the C onsu merA d vocate.

111.In the matters of P ennichu ckW aterW orks,Inc.P ermanentRate C ase and P etition forA pprovalof
SpecialC ontractwithA nheu ser-B u sch,Inc.,N ew H ampshire P u blic Utilities C ommissionC ase N os.D W
10-091 and D W 11-014.2011.C oncerningrate d esign,costof service,and contractinterpretation on
behalf of the N ew H ampshire O ffice of the C onsu merA d vocate.

112.A rtesian W aterC o.,Inc.v.C hesterW aterA u thority,U.S.D istrictC ou rtforthe Eastern D istrictof
P ennsylvaniaC ase N o.10-C V -07 453-JP .2011.C oncerningcostof service,ratemakingmethod s,and
contractinterpretation on behalf of C hesterW aterA u thority.

113.N orthShore Gas C ompany and The P eoples Gas L ightand C oke C ompany P roposed GeneralIncreases
in Rates forGas Service,Illinois C ommerce C ommission,D ocketN os.11-028 0 and 11-028 1.2011.
C oncerningrate d esign and costof service on behalf of the Illinois O ffice of A ttorney General,the
C itizens Utility B oard ,and the C ity of C hicago.

114.A meren Illinois C ompany:P roposed generalincrease in electric delivery service rates and gas delivery
service rates,Illinois C ommerce C ommission,D ocketN os.11-027 9 and 11-028 2.2011.C oncerningrate
d esign and costof service fornatu ralgas and electric d istribu tion service,on behalf of the Illinois O ffice
of A ttorney Generaland the C itizens Utility B oard .

115.P a.P u blic Utility C ommission v.P ennsylvania-A merican W aterC o.,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2011-2232243.2011.C oncerningrate d esign,costof service,sales forecast,
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and au tomatic rate ad ju stments on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

116.A qu a Illinois,Inc.P roposed GeneralIncrease in W aterand SewerRates,Illinois C ommerce
C ommission,D ocketN o.11-0436.2011.C oncerningrate d esign and costof service on behalf of the
Illinois O ffice of A ttorney General.

117 .C ity of N ashu a A cqu isition of P ennichu ckC orporation,N ew H ampshire P u blic Utilities C ommission,
D ocketN o.D W 11-026.2011.C oncerningthe proposed acqu isition of an investor-owned u tility hold ing
company by amu nicipality,inclu d ingappropriate ratemakingmethod ologies,on behalf of the N ew
H ampshire O ffice of C onsu merA d vocate.

118 .A n A pplication by H eritage Gas L imited forthe A pprovalof a Sched u le of Rates,Tolls and C harges,
N ovaScotiaUtility and Review B oard ,C ase N SUA RB -N G-H G-R-11.2011.C oncerningrate d esign and
costof service,on behalf of the N ovaScotiaC onsu merA d vocate.

119.A n A pplication of H alifax RegionalW aterC ommission forA pprovalof a C ostof Service and Rate D esign
M ethodology,N ovaScotiaUtility and Review B oard ,C ase N SUA RB -W -H RW C -R-11.2011.
C oncerningrate d esign and costof service,on behalf of the N ovaScotiaC onsu merA d vocate.

120.N ationalGrid USA and L iberty Energy Utilities C orp.,N ew H ampshire P u blic Utilities C ommission,
D ocketN o.D G 11-040.2011.C oncerningthe costs and benefits of aproposed mergerand related
cond itions,on behalf of the N ew H ampshire O ffice of C onsu merA d vocate.

121.GreatN orthern Utilities,Inc.,etal.,Illinois C ommerce C ommission,D ocketN os.11-0059,etal.2012.
C oncerningoptions formitigatingrate impacts and consolid atingsmallwaterand wastewateru tilities for
ratemakingpu rposes,on behalf of the Illinois O ffice of A ttorney General.

122.P a.P u blic Utility C ommission v.A qu a P ennsylvania,Inc.,P ennsylvaniaP u blic Utility C ommission,
D ocketN o.R-2011-2267 958 .2012.C oncerningrate d esign,costof service,and au tomatic rate
ad ju stmentmechanisms,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

123.Golden State W aterC ompany,C aliforniaP u blic Utilities C ommission,A pplication 11-07 -017 .2012.
C oncerningrate d esign and qu ality of service,on behalf of The Utility Reform N etwork.

124.Golden H eartUtilities,Inc.and C ollege Utilities C orporation,Regu latory C ommission of A laska,C ase
N os.U-11-7 7 and U-11-7 8 .2012.C oncerningrate d esign and costof service,on behalf of the A laska
O ffice of the A ttorney General.

125.Illinois-A merican W aterC ompany,Illinois C ommerce C ommission,D ocketN o.11-07 67 .2012.
C oncerningrate d esign,costof service,and au tomatic rate ad ju stmentmechanisms,on behalf of the
Illinois O ffice of A ttorney General.

126.A pplication of TidewaterUtilities,Inc.,fora GeneralRate Increase in W aterB ase Rates and Tariff
Revisions,D elaware P u blic Service C ommission,D ocketN o.11-397 .2012.C oncerningrate d esign and
costof service stu d y,on behalf of the Staff of the D elaware P u blic Service C ommission.

127 .In the M atterof the P hiladelphia W aterD epartment’s P roposed Increase in Rates forW aterand
W astewaterUtility Services,P hilad elphiaW aterC ommissioner,FY 2013-2016.2012.C oncerningrate
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d esign and related issu es forstorm waterservice,on behalf of C itizens forP ennsylvania’s Fu tu re.

128 .C orix Utilities (Illinois) L L C ,H ydro StarL L C ,and Utilities Inc.JointA pplication forA pprovalof a
P roposed Reorganization,Illinois C ommerce C ommission,D ocketN o.12-027 9.2012.C oncerning
merger-related synergy savings and appropriate ratemakingtreatmentof the same,on behalf of the
Illinois O ffice of A ttorney General.

129.N orthShore Gas C ompany and The P eoples Gas L ightand C oke C ompany,Illinois C ommerce
C ommission,D ocketN os.12-0511 and 12-0512.2012.C oncerningrate d esign,costof service stu d y,
and au tomatic rate ad ju stmenttariff on behalf of the Illinois O ffice of A ttorney General.

130.P a.P u blic Utility C ommission v.C ity of L ancasterSewerFu nd ,P ennsylvaniaP u blic Utility C ommission,
D ocketN o.R-2012-2310366.2012.C oncerningrate d esign,costofservice,and costallocation,onbehalf
ofthe P ennsylvaniaO ffice of C onsu merA d vocate.

131.A qu arion W aterC ompany of N ew H ampshire,N ew H ampshire P u blic Utilities C ommission,D ocketN o.
D W 12-08 5.2013.C oncerningtariff issu es,inclu d ingan au tomatic ad ju stmentclau se forinfrastru ctu re
improvement,on behalf ofthe N ew H ampshire O ffice of C onsu merA d vocate.

132.In the M atterof the A pplication of D u ke Energy O hio,Inc.,foran Increase in Electric D istribu tion Rates,
P u blic Utilities C ommission of O hio,C ase N o.12-168 2-EL -A IR,etal.2013.C oncerningrate d esign and
tariff issu es,on behalf of the O ffice of the O hio C onsu mers’C ou nsel.

133.In the M atterof the A pplication of D u ke Energy O hio,Inc.,foran Increase in N atu ralGas D istribu tion
Rates,P u blic Utilities C ommission of O hio,C ase N o.12-168 5-GA -A IR,etal.2013.C oncerningcost-of-
service stu d y,rate d esign,and tariff issu es,on behalf of the O ffice of the O hio C onsu mers’C ou nsel.

134.In the M atterof the A pplication of The D ayton P owerand L ightC ompany to Establisha Standard
Service O fferin the Form of an Electric Secu rity P lan,P u blic Utilities C ommission of O hio,C ase N o.
12-426-EL -SSO ,etal.2013.C oncerningrate d esign,on behalf of the O ffice of the O hio C onsu mers’
C ou nsel.

1 35.A pplication of the H alifax RegionalW aterC ommission,forA pprovalof A mendments to its Sched u le of
Rates and C harges and Sched u le of Ru les and Regu lations forthe delivery of water,pu blic and private
fire protection,wastewaterand stormwaterservices,N ovaScotiaUtility and Review B oard ,M atterN o.
M 05463.2013.C oncerningrate d esign,cost-of-service stu d y,and miscellaneou s tariff provisions,on
behalf of the C onsu merA d vocate of N ovaScotia.

136.C alifornia W aterService C o.GeneralRate C ase A pplication ,C aliforniaP u blic Utilities C ommission,
D ocketN o.A .12-07 -00 7 .2013.C oncerningrate d esign,phase-in plans,low-income programs,and other
tariff issu es,on behalf of The Utility Reform N etwork.

137 .A pplication of The United Illu minatingC ompany to A mend its Rate Sched u les,C onnecticu tP u blic Utility
Regu latory A u thority,D ocketN o.13-01-19.2013.C oncerningsales forecast,rate d esign,and othertariff
issu es,on behalf of the C onnecticu tO ffice of C onsu merC ou nsel.

138 .A pplication of A qu arion W aterC ompany of C onnecticu tto A mend its Rate Schedu les,C onnecticu tP u blic
Utility Regu latory A u thority,D ocketN o.13-02-20.2013.C oncerningsales forecastand rate d esign on
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behalf of the C onnecticu tO ffice of C onsu merC ou nsel.

139.A meren Illinois C ompany,P roposed GeneralIncrease in N atu ralGas D elivery Service Rates,Illinois
C ommerce C ommission,D ocketN o.13-0192.2013.C oncerningrate d esign and revenu e allocation,on
behalf of the Illinois O ffice of A ttorney Generaland C itizens Utility B oard .

140.C ommonwealthEdison C ompany,Tariff filingto presentthe Illinois C ommerce C ommission withan
opportu nity to considerrevenu e neu traltariff changes related to rate design,D ocketN o.13-038 7 .2013.
C oncerningrate d esign and costof service stu d y issu es,on behalf of the Illinois O ffice of A ttorney
General.

141.In the M atterof the P otomac Electric P owerC ompany forA u thority to Increase ExistingRetailRates and
C harges forElectric D istribu tion Service,D istrictof C olu mbiaP u blic Service C ommission,FormalC ase
N o.1103.2013.C oncerningrate d esign,revenu e allocation,and cost-of-service stu d y issu es,on behalf
of the D istrictof C olu mbiaO ffice of P eoples’C ou nsel.

142.P a.P u blic Utility C ommission v.P ennsylvania-A merican W aterC o.,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2013-235527 6.2013.C oncerningrate d esign,revenu e allocation,and
regu latory policy,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

143.In the M atterof the Revenu e Requ irementand Transmission Tariff D esignated as TA 364-8 filed by
C hu gachElectric A ssociation,Inc.,Regu latory C ommission of A laska,U-13-007 .2013.C oncerningrate
d esign and cost-of-service stu d y issu es,on behalf of the A laskaO ffice of the A ttorney General.

144.A meren Illinois C ompany:Tariff filingto presentthe Illinois C ommerce C ommission withan opportu nity
to considerrevenu e neu traltariff changes related to rate design,D ocketN o.13-047 6.2013.C oncerning
rate d esign and costof service stu d y issu es,on behalf of the Illinois O ffice of A ttorney General.

145.P a.P u blic Utility C ommission v.C ity of B ethlehem B u reau of W ater,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2013-2390244.2014.C oncerningrate d esign,costof service stu d y,and
revenu e allocation on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

146.In the M atterof the Tariff Revision D esignated as TA 332-1 21 filed by the M u nicipality of A nchorage
d/b/a M u nicipalL ightand P owerD epartment,Regu latory C ommission of A laska,U-13-18 4.2014.
C oncerningrate d esign and cost-of-service stu d y issu es,on behalf of the A laskaO ffice of the A ttorney
General.

147 .P a.P u blic Utility C ommission v.P ike C ou nty L ightand P owerC o.-Gas,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2013-2397 353.2014.C oncerningrate d esign and revenu e allocation on
behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

148 .P a.P u blic Utility C ommission v.P ike C ou nty L ightand P owerC o.-Electric,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2013-2397 237 .2014.C oncerningrate d esign,costof service stu d y,and
revenu e allocation on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

149.The P eoples Gas L ightand C oke C ompany N orthShore Gas C ompany P roposed GeneralIncrease in
Rates forGas Service,Illinois C ommerce C ommission,D ocketN os.14-0224 and 14-0225.2014.
C oncerningrate d esign on behalf of the Illinois O ffice of the A ttorney Generaland the Environmental
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L aw and P olicy C enter.

150.A pple V alley Ranchos W aterC ompany,C aliforniaP u blic Utilities C ommission,D ocketN o.A .14-01-002.
2014.C oncerningrate d esign and au tomatic rate ad ju stmentmechanisms on behalf of the Town of A pple
V alley.

151.A pplication by H eritage Gas L imited forA pprovalto A mend its Franchise A rea,N ovaScotiaUtility and
Review B oard ,M atterN o.M 0627 1.2014.C oncerningcriteria,terms,and cond itions forexpand inga
u tility's service areaand u singtransported compressed natu ralgas to serve smallretailcu stomers,on
behalf of the N ovaScotiaC onsu merA d vocate.

152.N otice of Intentof Entergy M ississippi,Inc.to M odernize Rates to Su pportEconomic D evelopment,
P owerP rocu rement,and C ontinu ed Investment,M ississippiP u blic Service C ommission D ocketN o.
2014-UN -132.2014.C oncerningrate d esign and tariff issu es,on behalf of the M ississippiP u blic
Utilities Staff.

153.P a.P u blic Utility C ommission v.C ity of L ancasterB u reau of W ater,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2014-2418 8 7 2.2014.C oncerningrate d esign,costof service stu d y,and
revenu e allocation on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

154.P a.P u blic Utility C ommission v.B orou ghof H anoverM u nicipalW aterW orks,P ennsylvaniaP u blic
Utility C ommission,D ocketN o.R-2014-2428 304.2014.C oncerningrate d esign,costof service stu d y,
and revenu e allocation on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

155.Investigation of C ommonwealthEdison C ompany's C ostof Service forL ow-Use C u stomers in Each
ResidentialC lass,Illinois C ommerce C ommission,D ocketN o.14-038 4.2014.C oncerningrate d esign
on behalf of the Illinois O ffice of A ttorney General.

1 56.A pplication of the H alifax RegionalW aterC ommission,forA pprovalof its Schedu le of Rates and
C harges and Sched u le of Ru les and Regu lations forthe P rovision of W ater,P u blic and P rivate Fire
P rotection,W astewaterand StormwaterServices,N ovaScotiaUtility and Review B oard ,M atterN o.
M 06540.2015.C oncerningrate d esign,costof service stu d y,and tariff issu es on behalf of the N ova
ScotiaC onsu merA d vocate.

157 .Testimony concerningorganization and regu lation of P hiladelphia Gas W orks,P hilad elphiaC ity
C ou ncil's SpecialC ommittee on Energy O pportu nities.2015.

158 .Testimony concerningproposed telecommu nications legislation,M aine JointStand ingC ommittee on
Energy,Utilities,and Technology.2015.

159.P a.P u blic Utility C ommission v.United W aterP ennsylvania,Inc.,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2015-24627 23.2015.C oncerningrate d esign,costof service stu d y,and
revenu e allocation on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

160.A meren Illinois C ompany P roposed GeneralIncrease in Gas D elivery Service Rates,Illinois C ommerce
C ommission,D ocketN o.15-0142.2015.C oncerningrate d esign on behalf of the Illinois O ffice of
A ttorney General.
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161.M aine N atu ralGas C ompany Requ estforM u lti-YearRate P lan,M aine P u blic Utilities C ommission,
D ocketN o.2015-00005.2015.C oncerningrate d esign and au tomatic rate ad ju stmenttariffs on behalf of
the M aine O ffice of the P u blic A d vocate.

162.A pplication of O hio Edison C ompany,The C leveland Electric Illu minatingC ompany and The Toledo
Edison C ompany forA u thority to P rovide fora Standard Service O ffer,P u blic Utilities C ommission of
O hio,C ase N o.14-1297 -EL -SSO .2015.C oncerningrate d esign and proposed rate d iscou nts on behalf of
the O ffice of the O hio C onsu mers'C ou nsel.

163.A n A pplication of the H alifax RegionalW aterC ommission,forapprovalof revisions to its C ostof Service
M anu aland Rate D esign forStormwaterService,N ovaScotiaUtility and Review B oard ,M atterN o.
M 07 147 .2016.C oncerningstormwaterrate d esign and costof service,on behalf of the N ovaScotia
C onsu merA d vocate.

164.In the M atterof A n A pplication by H eritage Gas L imited forEnhancementto Its ExistingResidential
Retro-FitA ssistance Fu nd,N ovaScotiaUtility and Review B oard ,M atterN o.M 07 146.2016.
C oncerningcosts and benefits associated withu tility system expansion,on behalf of the N ovaScotia
C onsu merA d vocate.

165.In the M atterof the A pplication of UN S Electric,Inc.forthe Establishmentof Ju stand Reasonable Rates
and C harges,A rizonaC orporation C ommission,D ocketN o.E-04204A -15-0142.2016.C oncerningrate
d esign and resid entiald emand charges on behalf of A rizonaUtility RatepayerA lliance.

166.In the M atterof A pplication of W aterService C orporation of Kentu cky fora GeneralA dju stmentin
ExistingRates,Kentu cky P u blic Service C ommission,C ase N o.2015-0038 2.2016.C oncerningrate
d esign and service areaconsolid ation on behalf of the Kentu cky O ffice of the A ttorney General.

167 .M assachu setts Electric C ompany and N antu cketElectric C ompany,M assachu setts D epartmentof P u blic
Utilities,D ocketN o.D P U 15-155.2016.C oncerningrate d esign and cost-of-service stu d ies on behalf of
the M assachu setts O ffice of A ttorney General.

168 .In the M atterof A benakiW aterC ompany,N ew H ampshire P u blic Utilities C ommission,D ocketN o.D W
15-199.2016.C oncerningrate d esign on behalf of the N ew H ampshire O ffice of the C onsu mer
A d vocate.

169.In the M atterof an A pplication by H eritage Gas L imited forA pprovalof its C u stomerRetention
P rogram,N ovaScotiaUtility and Review B oard M atterN o.M 07 346.2016.C oncerningaregu latory
response to competition and potentialbu siness failu re on behalf of the N ovaScotiaC onsu merA d vocate.

17 0.JointA pplication of P ennsylvania-A merican W aterC ompany and the SewerA u thority of the C ity of
Scranton,P ennsylvaniaP u blic Utility C ommission D ocketN o.A -2016-2537 209.2016.C oncerningthe
lawfu lness,costs and benefits,and ratemakingtreatmentof aproposed acqu isition of acombined
wastewaterand storm wateru tility on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

17 1.A pplication of The United Illu minatingC ompany to A mend its Rate Sched u les,C onnecticu tP u blic Utility
Regu latory A u thority D ocketN o.16-06-04.2016.C oncerningrate d esign,cost-of-service stu d y,and
othertariff issu es on behalf of the C onnecticu tO ffice of C onsu merC ou nsel.
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17 2.A meren Illinois C ompany Tariff filingto presentthe Illinois C ommerce C ommission withan opportu nity
to considerrevenu e neu traltariff changes related to rate design,Illinois C ommerce C ommission D ocket
N o.16-038 7 .2016.C oncerningrate d esign and cost-of-service stu d y on behalf of the Illinois O ffice of
the A ttorney General.

17 3.UnitilEnergy Systems,Inc.,N ew H ampshire P u blic Utilities C ommission D ocketN o.16-38 4.2016.
C oncerningrate d esign and cost-of-service stu d y on behalf of the N ew H ampshire O ffice of C onsu mer
A d vocate.

17 4.L iberty Utilities (Granite State Electric) C orp.,N ew H ampshire P u blic Utilities C ommission D ocketN o.
16-38 3.2016.C oncerningrate d esign and cost-of-service stu d y on behalf of the N ew H ampshire O ffice
of C onsu merA d vocate.

17 5.A rizona P u blic Service C o.,A rizonaC orporation C ommission D ocketN o.E-01345A -16-0123.2017 .
C oncerningrate d esign and cost-of-service stu d y on behalf of the A rizonaUtility RatepayerA lliance.

17 6.C ommonwealthEdison C ompany,Tariff filingto presentthe Illinois C ommerce C ommission withan
opportu nity to considerrevenu e neu traltariff changes related to rate design,Illinois C ommerce
C ommission D ocketN o.17 -0049.2017 .C oncerningrate d esign and costof service stu d y issu es,on
behalf of the Illinois O ffice of A ttorney General.

17 7 .N STA R Electric C ompany and W estern M assachu setts Electric C ompany,M assachu setts D epartmentof
P u blic Utilities D ocketN o.D .P .U.17 -05.2017 .C oncerningrate d esign and costof service stu d y issu es,
on behalf of the M assachu setts O ffice of A ttorney General.

17 8 .In the M atterof the Tariff Revision D esignated as TA 857-2Filed by A laska P owerC ompany,Regu latory
C ommission of A laskaN o.U-16-07 8 .2017 .C oncerningrate d esign and costof service stu d y issu es on
behalf of the A laskaO ffice of the A ttorney General.

17 9.In the M atterof the A pplication of M innesota P owerforA u thority to Increase Rates forElectric Utility
Service in M innesota,M innesotaP u blic Utilities C ommission D ocketN o.E015/GR-16-664.2017 .
C oncerningrate d esign and costof service stu d y issu es on behalf of A A RP .

18 0.P ennsylvaniaP u blic UtilityC ommissionv.P ennsylvania-A mericanW aterC ompany,P ennsylvaniaP u blic
UtilityC ommission,D ocketN o.R-2017 -25958 53.2017 .C oncerningrate d esign,costofservice,and
policyissu es,onbehalfofthe P ennsylvaniaO ffice of C onsu merA d vocate.

18 1.A qu a Illinois,Inc.P roposed Rate Increases forW aterand SewerServices,Illinois C ommerce
C ommission,D ocketN o.17 -0259.2017 .C oncerningrate d esign and single-tariff pricing,on behalf of
the Illinois O ffice of A ttorney General.

18 2.P etition of P ennsylvania-A merican W aterC ompany forA pprovalof Tariff C hanges and A ccou ntingand
Rate TreatmentRelated to Replacementof L ead C u stomer-O wned Service P ipes,P ennsylvaniaP u blic
Utility C ommission,D ocketN o.P -2017 -2606100.2017 .C oncerningpu blic policy and ratemaking
issu es associated withthe replacementof cu stomer-owned lead service lines,on behalf of the
P ennsylvaniaO ffice of C onsu merA d vocate.

18 3.In the M atterof A pplication and N otice of C hange in N atu ralGas Rates of M ontana-D akota Utilities C o.,
N orthD akotaP u blic Service C ommission,C ase N o.P U-17 -295.2017 .C oncerningrate d esign and cost



C u rricu lu m V itae forScottJ.Ru bin P age 27

of service stu d y issu es,on behalf of A A RP .

18 4.A qu a Illinois,Inc.P etition forthe Issu ance of a C ertificate of P u blic C onvenience and N ecessity to
O perate a W aterand W astewaterSystem in the V illage of P eotone,Illinois C ommerce C ommission,
D ocketN o.17 -0314.2018 .C oncerningrate consolid ation and rate d esign,on behalf of the Illinois O ffice
of A ttorney General.

18 5.A pplication of the C onnecticu tL ightand P owerC ompany d/b/a Eversou rce Energy to A mend its Rate
Sched u les,C onnecticu tP u blic Utilities Regu latory A u thority,D ocketN o.17 -10-46.2018 .C oncerning
rate d esign issu es,on behalf of the C onnecticu tO ffice of C onsu merC ou nsel.

18 6.A pplication by H eritage Gas forA pprovalof a L ong-Term N atu ralGas Transportation C ontractand
C ostRecovery M echanism,N ovaScotiaUtility and Review B oard ,M atterM 08 47 3.2018 .C oncerning
evalu ation of costs,benefits,and risks of along-term natu ralgas pipeline contract,on behalf of the
C onsu merA d vocate of N ovaScotia.

18 7 .B oston Gas C ompany and C olonialGas C ompany,M assachu setts D epartmentof P u blic Utilities,D .P .U.
17 -17 0.2018 .C oncerningclass revenu e allocation and rate d esign,on behalf of the M assachu setts O ffice
of A ttorney General.

18 8 .In the M atterof the A pplication of M aryland-A merican W aterC ompany forA u thority to A dju stits
ExistingSched u le of Tariffs and Rates,M aryland P u blic Service C ommission,C ase N o.948 7 .2018 .
C oncerningcost-of-service stu d y,on behalf of the Staff of the M aryland P u blic Service C ommission.

18 9.JointA pplication and P etition of Sou thC arolina Electric & Gas C ompany and D ominion Energy,Inc.for
review and approvalof a proposed bu siness combination between SC A N A C orporation and D ominion
Energy,Inc.,as may be requ ired,and fora pru dency determination regardingthe abandonmentof the
V .C .Su mmerUnits 2& 3P rojectand associated mergerbenefits and costrecovery plans,Sou thC arolina
P u blic Service C ommission,D ocketN o.2017 -37 0-E.2018 .C oncerningregu latory policy,pru d ency of
d ecision-making,and costsharing,on behalf of A A RP .

190.A pplication of Transou rce P ennsylvania,L L C forapprovalof the Sitingand C onstru ction of the 230 kV
Transmission L ine A ssociated withthe Independence Energy C onnection -Eastand W estP rojects in
portions of Yorkand Franklin C ou nties,P ennsylvania,P ennsylvaniaP u blic Utility C ommission,D ocket
N os.A -2017 -2640195,etal.2018 .C oncerningregu latory policy and benefit-costanalysis foraproposed
high-voltage electric transmission line,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

191.P a.P u blic Utility C ommission v.P ittsbu rghW aterand SewerA u thority,P ennsylvaniaP u blic Utility
C ommission,D ocketN os.R-2018 -3002645,etal.2018 .C oncerningcost-of-service stu d y and rate
d esign forawaterand wastewateru tility,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

192.W estV irginia-A merican W aterC ompany Ru le 42T Tariff Filingto Increase Rates and C harges,W est
V irginiaP u blic Service C ommission,C ase N o.18 -057 3-W -42T,etal.2018 .C oncerningrevenu e
d ecou pling,on behalf of the C onsu merA d vocate D ivision.

193.P hiladelphia Gas W orks and P hiladelphia Facilities M anagementC orporation P etition forA pprovaland
Recommendation forA pprovalof C ertain Transactions and C ontracts forthe P u rchase,Storage,
D istribu tion and/orTransmission of N atu raland O therGas,and also C ertain Transactions and
C ontracts RespectingRealP roperty O wned by the C ity of P hiladelphia and O perated by the P hiladelphia
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Gas W orks,P hilad elphiaGas C ommission.2018 .C oncerningregu latory policy and cost-benefitanalysis
foraproposed pu blic-private partnership,on behalf of the P hilad elphiaP u blic A d vocate.

194.P a.P u blic Utility C ommission v.A qu a P ennsylvania,Inc.,and A qu a P ennsylvania W astewater,Inc.,
P ennsylvaniaP u blic Utility C ommission,D ocketN os.R-2018 -3003558 ,etal.2018 .C oncerningrate
d esign,class revenu e allocation,and au tomatic rate ad ju stmentmechanism,on behalf of the P ennsylvania
O ffice of C onsu merA d vocate.

1 95.In the M atterof C ommission Initiated Investigation into Rates and Revenu e Requ irements and C u stomer
Service and C ommu nication Issu es P ertainingto C entralM aine P owerC ompany,M aine P u blic Utilities
C ommission,D ocketN o.2018 -00194.2019.C oncerningcost-of-service stu d ies and rate d esign,on
behalf of the M aine O ffice of P u blic A d vocate.

196.N orthern Illinois Gas C ompany d/b/a N icorGas C ompany:P roposed generalincrease in gas rates,
Illinois C ommerce C ommission,D ocketN o.18 -17 7 5.2019.C oncerningrate d esign,cost-of-service
stu d y,class revenu e allocation,and au tomatic rate ad ju stmentmechanisms,on behalf of the Illinois
O ffice of the A ttorney General.

197 .M assachu setts Electric C o.and N antu cketElectric C o.,d/b/a/N ationalGrid ,M assachu setts D epartment
of P u blic Utilities,D .P .U.18 -150.2019.C oncerningrate d esign,cost-of-service stu d y,class revenu e
allocation,and time-of-u se rates,on behalf of the M assachu setts O ffice of A ttorney General.

198 .Implementation of C hapter32of the P u blic Utility C ode RegardingP ittsbu rghW aterand Sewer
A u thority –Stage 1 ,P ennsylvaniaP u blic Utility C ommission,D ocketN os.M -2018 -26408 02 and
M -2018 -26408 03.2019.C oncerningbilling,metering,rate d esign,and othercompliance issu es fora
mu nicipalwaterau thority,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

199.C ommonwealthEdison C ompany P etition forapprovalof a Revision to Integrated D istribu tion C ompany
Implementation P lan.C reation of Rate ResidentialTime of Use P ricingP ilot(“Rate RTO UP P ”).Illinois
C ommerce C ommission,D ocketN os.18 -17 25/18 -18 24 (C ons.).C oncerningtime-of-u se rates,on behalf
of the Illinois O ffice of A ttorney General.

200.W ashington Utilities and Transportation C ommissionv.N orthwestN atu ralGas C o.,W ashington Utilities
and Transportation C ommission,D ocketUG-18 1053.2019.C oncerningaproposed revenu e d ecou pling
au tomatic rate ad ju stmentmechanism,on behalf of the W ashington O ffice of A ttorney General,P u blic
C ou nselUnit.

201.In the M atterof the A pplication of W ashington Gas L ightC ompany forA u thority to Increase Existing
Rates and C harges and to Revise its Terms and C onditions forGas Service,M aryland P u blic Service
C ommission,C ase N o.9605.2019. C oncerningcost-of-service stu d y on behalf of the Staff of the
M aryland P u blic Service C ommission.

202.P u blic Service C ompany of N ew H ampshire,d/b/a Eversou rce Energy,N ew H ampshire P u blic Utilities
C ommission,D ocketN o.D E 19-057 .2019.C oncerningclass revenu e allocation,rate d esign,revenu e
d ecou pling,otherau tomatic rate ad ju stmentmechanisms,and miscellaneou s tariff issu es on behalf of
A A RP .

203.In the M atterof the A pplication of Sou thwestGas C orporation forthe Establishmentof Ju stand
Reasonable Rates and C harges D esigned to Realize a Reasonable Rate of Retu rn on the FairV alu e of the
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P roperties of Sou thwestGas C orporation D evoted to its A rizona O perations,A rizonaC orporation
C ommission,D ocketN o.G-01551A -19-0055.2020.C oncerningcertain relationships withaffiliates,
prematu re pipe replacement,revenu e d ecou pling,au tomatic rate ad ju stmentmechanisms,and rate d esign
on behalf of A rizonaGrain,Inc.

204.P etition of N STA R Gas C ompany d/b/a Eversou rce Energy forA pprovalof an Increase in B ase
D istribu tion Rates,M assachu setts D epartmentof P u blic Utilities,D ocketN o.D .P .U.19-120.2020.
C oncerningcost-of-service stu d y,class revenu e allocation,su rcharges,and miscellaneou s tariff
provisions,on behalf of the M assachu setts O ffice of A ttorney General.

20 5.In the M atterof an A pplication of the H alifax RegionalW aterC ommission forA pprovalof a Sched u le of
Rates and C harges,N ovaScotiaUtility and Review B oard ,M atterM 0958 9.2020.C oncerningregu latory
policy,cost-of-service stu d y,and rate d esign,on behalf of the N ovaScotiaC onsu merA d vocate.

20 6.P a.P u blic Utility C ommission v.UGIUtilities Inc.-Gas D ivision,P ennsylvaniaP u blic Utility
C ommission,D ocketN o.R-2019-3015162.2020.C oncerningregu latory policy,on behalf of the
P ennsylvaniaO ffice of C onsu merA d vocate.

20 7 .P a.P u blic Utility C ommission v.P hiladelphia Gas W orks,P ennsylvaniaP u blic Utility C ommission,
D ocketN o.R-2020-3017 206.2020.C oncerningregu latory policy,on behalf of the P ennsylvaniaO ffice
of C onsu merA d vocate.

20 8 .P a.P u blic Utility C ommission v.P ittsbu rghW aterand SewerA u thority,P ennsylvaniaP u blic Utility
C ommission,D ocketN os.R-2020-3017 951,etal.2020.C oncerningregu latory policy,cost-of-service
stu d y,and rate d esign,on behalf of the P ennsylvaniaO ffice of C onsu merA d vocate.

209.P a.P u blic Utility C ommission v.C olu mbia Gas of P a.,P ennsylvaniaP u blic Utility C ommission,D ocket
N o.R-2020-3018 8 35.2020.C oncerningregu latory policy,on behalf of the P ennsylvaniaO ffice of
C onsu merA d vocate.
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Pandemic-related data for counties served by PAWC

(Note: PAWC does not serve entire population of all counties listed)

County

Population

(2018)

COVID-19 Cases

as of 9/1/2020 Cases per 100,000

Unemployment

Rate as of February

2020

Unemployment

Rate as of April

2020

Unemployment

Rate as of July

2020

% Change from

Feb.

Adams 102,023 648 635 3.5 14.9 10.1 189%

Allegheny 1,225,561 10,376 847 4.3 16.2 14.3 233%

Armstrong 66,331 320 482 5.8 17.8 14.4 148%

Beaver 166,896 1,618 969 5.2 18.7 15.8 204%

Berks 416,642 6,095 1,463 4.6 17.2 12.9 180%

Bucks 626,370 7,824 1,249 4.1 15.4 12.9 215%

Butler 186,566 789 423 4.3 15.9 11.7 172%

Centre 161,443 491 304 3.6 10.4 8.8 144%

Chester 517,156 5,671 1,097 3.3 11.9 10.1 206%

Clarion 38,827 98 252 5.5 17.3 11.6 111%

Clearfield 80,216 228 284 5.8 17.2 13.2 128%

Clinton 39,074 137 351 5.9 16.1 12.0 103%

Columbia 66,220 675 1,019 4.8 15.4 11.2 133%

Cumberland 247,433 1,546 625 3.6 12.3 10.0 178%

Dauphin 274,515 3,355 1,222 4.2 15.0 13.1 212%

Fayette 132,289 694 525 6.6 20.5 17.0 158%

Indiana 85,755 430 501 5.5 15.9 13.4 144%

Jefferson 44,084 97 220 5.2 16.7 13.2 154%

Lackawanna 211,454 2,093 990 5.2 17.7 14.5 179%

Lancaster 538,347 6,789 1,261 3.7 15.2 11.1 200%

Lawrence 87,382 464 531 6.3 18.6 15.2 141%

Lebanon 138,674 1,736 1,252 4.2 14.1 12.0 186%

Luzerne 317,884 3,788 1,192 6.0 19.0 16.1 168%

McKean 41,806 40 96 6.6 18.5 14.3 117%

Monroe 167,586 1,716 1,024 5.8 20.5 17.4 200%

Montgomery 821,301 11,093 1,351 3.7 14.0 11.9 222%

Northampton 301,778 4,120 1,365 4.6 16.3 13.4 191%

Northumberland 92,325 692 750 5.7 17.1 13.5 137%

Pike 55,498 543 978 6.0 19.4 16.1 168%

Schuylkill 143,555 992 691 5.4 16.6 13.5 150%

Susquehanna 41,340 269 651 4.8 13.1 10.9 127%

Union 45,114 386 856 4.0 13.9 10.2 155%

Warren 40,035 28 70 5.3 13.2 12.7 140%

Washington 207,547 1,066 514 4.9 17.4 14.3 192%

Wayne 51,536 178 345 5.4 18.1 14.1 161%

York 444,014 3,442 775 4.1 15.3 11.4 178%

Total 8,224,577 80,527 979 4.4 15.7 12.9 191%

Sources:

Population: US Census Bureau, American Community Survey, Table B01003 Total Population (5-year estimate, 2014-2018)

COVID-19 cases: https://www.health.pa.gov/topics/disease/coronavirus/Pages/Cases.aspx

Unemployment: Pa. Dept. of Labor & Industry, seasonally adjusted unemployment rate for July (released 9/1/2020)

https://www.workstats.dli.pa.gov/MediaCenter/MonthlyNews/Pages/default.aspx
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Financial Repercussions from COVID-19

For many families, financial circumstances in 2020

look very different than they did in late 2019 when

the SHED was fielded. In order to gain further infor-

mation about these changing circumstances, the Fed-

eral Reserve Board fielded a supplemental survey in

April 2020. From the start of March through early

April 2020, 19 percent of adults reported losing a

job, being furloughed, or having their hours reduced.

Among those experiencing these employment disrup-

tions, over one-third expected to have difficulty with

their bills in April. Yet, for those not experiencing an

employment disruption, financial outcomes at the

time of the supplemental survey were largely similar

to those observed in the fourth quarter of 2019.

Employment and Work from Home

Thirteen percent of adults, representing 20 percent

of people who had been working in February,

reported that they lost a job or were furloughed in

March or the beginning of April 2020 (figure 39).50

These job losses were most severe among workers

with lower incomes. Thirty-nine percent of people

working in February with a household income below

$40,000 reported a job loss in March. Another 6 per-

cent of all adults had their hours reduced or took

unpaid leave. Taken together, 19 percent of all adults

reported either losing a job or experiencing a reduc-

tion in work hours in March.

Despite these widespread employment losses, some

people took on new or additional employment in

March. Seven percent of adults reported that they

increased their hours worked or worked overtime.

Four percent of adults, including 8 percent of those

who experienced a job loss, took on a side job to

supplement their income. Some people who lost jobs

may also have started other full-time employment or

already had second jobs.

Many people who lost a job remained connected to

their employer and expected to return to the same

job eventually. Nine in 10 people who lost a job said

that their employer indicated that they would return

to their job at some point. In general, however,

people were not told specifically when to expect to

return to work. Seventy-seven percent said that their

50 Respondents were asked about employment events between
March 1 and when they took the survey. The survey was in the
field from April 3 through April 6. Subsequent references in
this section to events in March include the beginning of April

prior to the respondent taking the survey; 1,030 adults
responded to the supplemental survey, and results were
weighted to be nationally representative. Additional details can
be found in the “Description of the Survey” section of this
report.

Figure 39. Employment events in March 2020

Started a side job or new work

Increased hours or worked overtime

Voluntarily quit or changed jobs

Applied for unemployment

Took paid leave

Reduced hours, but not laid off

Lost a job or told not to work

Percent

13

6

5

6

2

7

4

Note: April 2020 supplemental survey data.
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employer told them to expect to return, but did not

give them a return date. A smaller 14 percent were

given a specific return date or had already returned

to work. It is difficult to predict, however, how long

layoffs will ultimately last.

Many of those who were still working worked from

home. More than half of workers (53 percent) did

at least some work from home in the last week of

March, and 41 percent did all their work from home.

For comparison, in October 2019, 7 percent of

people working for someone else usually worked

from home (see the “Employment” section of this

report).

Workers with higher levels of education, particularly

bachelor’s degrees, were more likely to work from

home. Sixty-three percent of workers with at least

a bachelor’s degree worked entirely from home.

Among workers with a high school degree or less,

20 percent worked entirely from home, as did 27 per-

cent of workers who have completed some college or

an associate degree (figure 40).

Some people also said that childcare, family obliga-

tions, or health concerns contributed to them work-

ing less in March. Including those taking paid leave

or who had their hours reduced but who were not

laid off, 9 percent of adults worked fewer hours in

March. Among this group, 21 percent said they

worked fewer hours because of family responsibili-

ties or childcare. Seventeen percent said that illness

or health limitations had contributed to their reduc-

tion in hours. Nevertheless, 47 percent of those

working fewer hours said it was due to fewer hours

offered by their employer.

Effects on Family Finances

For the majority of adults, income, ability to pay

current bills, and their approach to covering a hypo-

thetical $400 unexpected expense appear to be gener-

ally stable during the initial period of the COVID-19

pandemic. Yet among those who experienced

employment losses, financial well-being is substan-

tially lower.

Consistent with the employment declines in March,

many people experienced declines in their incomes.

Overall, 23 percent of adults said their income in

March was lower than in February, while 5 percent

said their income increased and the rest indicated it

was about the same (figure 41). Among those who

lost a job or had their hours reduced, 70 percent

reported that their income declined. Most people

who did not report a job loss or reduced hours said

that their income was about the same, although

12 percent said their month-to-month income

declined between February and March.

A loss of income can affect people’s ability to

pay regular monthly bills. Eighty-one percent of

adults said they could pay all the current month’s

bills in full in April, which was essentially unchanged

from the fourth quarter of 2019 (table 32). Yet, the

survey found far greater rates of difficulty among

those experiencing employment disruptions. Sixty-

Figure 40. Amount of work performed remotely in week ending April 4, 2020 (by education)

None

Some

All

PercentBachelor’s degree or moreHigh school degree or less Some college or associate degree

20

27

63

12

12

11

67

60

26

Note: Key identifies bars in order from top to bottom. April 2020 supplemental survey data. Among employed and self-employed adults. Education categories in the April supple-
ment differ from those used for the full SHED.
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four percent of adults who reported a job loss or

reduction in hours expected to be able to pay all their

bills in full in April, compared to 85 percent of those

without an employment disruption.51

Similarly, for adults overall in April, the share who

reported they would pay an unexpected $400 emer-

gency expense entirely using cash, savings, or a credit

card paid off at the next statement was essentially

unchanged from the fall of 2019. Yet those who

experienced the loss of a job or work hours were less

likely to report they would pay an unexpected $400

expense in these ways.

In addition to the economic effects from the broader

employment disruptions related to COVID-19,

individuals may experience additional financial chal-

lenges if they, or someone close to them, gets sick.

Workers who lack paid leave are more likely to face

financial hardships or deplete financial resources if

they become sick with coronavirus symptoms. Fifty-

three percent of employed adults, including those

who are self-employed, indicated that could take two

or more weeks of paid leave if they got sick with

coronavirus symptoms (figure 42). Nonetheless,

one-fifth of employed adults reported that they

could not take any time off without a reduction in

income under these circumstances. On average,

those with more education had more leave available.

Sixty-four percent of adults with a bachelor’s degree

or more said that they had at least two weeks of

leave, while 42 percent of adults with a high school

51 The April supplement was conducted after the passage of the
Families First Coronavirus Response Act and the CARES Act,
which provided financial relief to many families and expanded
the availability of paid leave for some workers who contract
COVID-19. However, the survey was conducted before most
benefits were received, so it is unclear how many respondents
considered these new policies when responding to the survey.

Figure 41. Income in March 2020 relative to February (by employment disruptions since March 1)

HigherAbout the sameLower Percent

70 28 2

12 81 6

23 71 5Overall

No job loss or 
hours reduction

Lost job or 
hours reduced

Note: Key identifies bars in order from left to right. April 2020 supplemental survey data.

Table 32. Financial resiliency measures (by year and
employment disruptions since March 1)

Percent

 Year and employment disruption
 Able to pay all

current month’s
bills in full

 Would pay
$400 expense

with cash
or equivalent

   2019 SHED

    Overall  84  63

   2020 April supplement

  Lost job or hours reduced  64  46

  No job loss or hours reduction  85  68

    Overall  81  64

Note: Data from both the 2019 SHED and April 2020 supplemental survey.

Figure 42. Amount of leave available to use if sick with coronavirus symptoms without a reduction in pay

None

Less than one week

At least one week but
less than two weeks

Two weeks or more

Percent

53

17

20

8

Note: April 2020 supplemental survey data. Among employed and self-employed adults.
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degree or less said that they could take off at least

two weeks without a reduction in income.

Financial circumstances can also affect decisions to

seek medical care. Most adults (81 percent) said they

would try to contact a doctor if they were to get sick

with coronavirus symptoms, although a small share

(4 percent) indicated that concerns about cost would

deter them (figure 43). Those who experienced a job

loss or reduced hours were more likely not to contact

a doctor because of costs (8 percent), relative to

those who had not (3 percent). However, this is well

below the share who reported in the fall that they

skipped any medical care due to an inability to pay

(see the “Dealing with Unexpected Expenses” sec-

tion of this report). This lower rate of expecting to

skip medical care for COVID-19 likely reflects its

serious nature.

Results from the supplemental survey reflect finan-

cial conditions at the beginning of April 2020 and

indicate the nature of families’ experiences of finan-

cial conditions at that time. However, the financial

repercussions from COVID-19 continue to evolve,

and the Federal Reserve Board will continue to

monitor the financial conditions of households.

Figure 43. Would you try to contact a doctor if sick with symptoms of the coronavirus?

No, primarily for
other reasons

No, primarily to avoid
taking doctor’s time

No, primarily due to cost

Yes

Percent

81

4

6

8

Note: April 2020 supplemental survey data.
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Docket Nos. R-2020-3019369, et al.

Experienced loss of employment income since mid-March, and expected income loss

in the next four weeks, Pennsylvania households by selected characteristics, as of the

week ending July 21, 2020

Lost income

since

mid-March

Expect to lose

income in

next 4 weeks

Hispanic origin and Race

Hispanic or Latino (may be of any race) 78.5% 49.5%

White alone, not Hispanic 43.4% 26.0%

Black alone, not Hispanic 63.9% 34.2%

Asian alone, not Hispanic 30.9% 24.6%

Education

Less than high school 48.8% 30.9%

High school or GED 47.5% 31.3%

Some college/associate’s degree 58.2% 36.7%

Bachelor’s degree or higher 39.9% 19.7%

Household income

Less than $25,000 45.0% 36.8%

$25,000 - $34,999 54.9% 34.6%

$35,000 - $49,999 54.0% 27.1%

$50,000 - $74,999 58.2% 29.1%

$75,000 - $99,999 50.0% 35.0%

$100,000 - $149,999 37.6% 16.4%

$150,000 - $199,999 35.4% 24.8%

$200,000 and above 35.1% 21.1%

All households in Pennsylvania 48.1% 29.2%

Source: U.S. Census Bureau Household Pulse Survey, Week 12 (week ending July 21, 2020).

Employment Table 1. Experienced and Expected Loss of Employment Income, by Select

Characteristics: Pennsylvania
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Docket Nos. R-2020-3019369, et al.

How Pennsylvania households who lost employment income since mid-March

paid their bills in the past 7 days, as of the week ending July 21, 2020

Regular income sources like those used before the pandemic 60.4%

Credit cards or loans 24.9%

Money from savings or selling assets 34.7%

Borrowing from friends or family 14.9%

Unemployment insurance (UI) benefit payments 25.7%

Stimulus (economic impact) payment 26.9%

Money saved from deferred or forgiven payments (to meet spending needs) 5.6%

Did not report 0.9%

Source: U.S. Census Bureau Household Pulse Survey, Week 12 (week ending July 21, 2020).

Employment Table 1. Experienced and Expected Loss of Employment Income, by Select

Characteristics: Pennsylvania
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Introduction

 National EPRI survey on COVID-19 impact 
on consumer energy use and outlook 

 Online panel through YouGov
 Nationally representative sample

– 2,000 respondents
– Geographic (census regions and divisions)
– Demographic (household size, age, 

education, rent vs. own home, income, etc.)
– Margin of error +/- 2.3%

 Administered week of April 13
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How has the current situation affected your energy bills?

Statistical margin of error +/- 2.3%

Overall Results

Increased

No change

Decreased

Don’t know
23%

3%

53%

21%

Those with Kids Schooling at Home

N = 494

26%

4%

39%

31%
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How do you feel about your energy bills as a result of the 
current situation?

Overall Results

12%

48%

28%

12%

Very concerned

Somewhat concerned

Not concerned

Don’t know/
don’t pay attention

Statistical margin of error +/- 2.3%

Those Who Have Lost Their Job

N = 156

12%

22%

32%

34%
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How do you feel about your energy bills as a result of the 
current situation?

54%

8%

23%

15%

45%

16%

29%

10%

45%

11%

30%

13%

49%

11%

30%

10%

Statistical margin 
of error +/- 2.3%
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How do you feel about your energy bills as a result of the 
current situation?

54%

8%

23%

15%

45%

16%

29%

10%

45%

11%

30%

13%

49%

11%

30%

10%

41%

25%

22%

11%

Statistical margin 
of error +/- 2.3%
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Have you skipped, or do you intend to skip, an electric or 
gas bill payment during this crisis?

Overall Results

13%

80%

7%

Yes

No

I don’t know

Statistical margin of error +/- 2.3%

Those Who Have Lost Their Job

N = 156

19%

55%

26%
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More heating or cooling use

More lighting use

More hot water use

More kitchen appliance use

More electronic device use

None of above

What changes have you noticed in your home energy use 
as a result of COVID-19?

Statistical margin of error +/- 2.3%

Overall Results

49%

30%

24%

30%

22%

39%
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More heating or cooling use

More lighting use

More hot water use

More kitchen appliance use

More electronic device use

None of above

What changes have you noticed in your home energy use 
as a result of COVID-19?

Those with Kids Schooling at Home

N = 494

66%

39%

33%

42%

31%

21%
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Are savings from other expenses offsetting any increases in 
your energy bills?

Overall Results

27%

39%

34%

Yes

No

I’m not sure

Statistical margin of error +/- 2.3%

Those Who Now Work from Home

N = 293

24%

28%

48%
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Does the current crisis make you more likely to take the 
following actions related to your energy use?

Overall Results

Statistical margin of error +/- 2.3%

58%

14%

7%

8%

27%Change my household energy use habits

Ask my utility how I can lower my bill

Ask my utility about alternative rate plans

Reduce my other household expenses

None of above

Others
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Does the current crisis make you more likely to take the 
following actions related to your energy use?

Results Segmented by Impact of COVID-19 on Employment Status 

Statistical margin of error +/- 2.3%

41%

15%

15%

23%

36%
64%

11%

6%

7%

23%

Lost job or business hurt
No change

Change my household energy use habits

Ask my utility how I can lower my bill

Ask my utility about alternative rate plans

Reduce my other household expenses

None of above
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What actions do you expect your electric utility to take?

40%

25%

8%

26%

7%

19%

0% 10% 20% 30% 40%

Advice on how to reduce energy usage

Program or product to reduce energy usage

Ask my utility how I can lower my bill

Different rate plans to lower my bill

Ask my utility about alternative rate plans

Others
Customers expect from utility

Customers reaching out to utility

Few customers are proactively asking their utility for help to 
reduce their energy use and bills; however

More customers still expect their utility to help by providing 
advice, programs, or rate plans to reduce their energy bills

”

“

“Other” Explained

Expect utility to raise prices

Utility won’t do anything

Utility hasn’t contacted me 

None

Nothing now… might change 
if my job status changes

Utilities included in my rent

No Need

Keep the electricity flowing

Reduce rates for those in need

Waive late fees

Give me extra time to pay bill

Provide a credit on my bill

Actions
Expected

Negatives

”

“ ”

“ ”
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“Does the current crisis make you more likely or less likely
to purchase any of the following within this year?”

Results by U.S. census regions
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Power Generation & Storage 

10% 11% 9%

-12% -18% -14%

Solar panels  Generator
Energy
storage

Northeast

11% 13% 9%

-17% -13% -17%

Solar panels  Generator Energy storage

Midwest

13% 15% 10%

-16% -12% -16%

Solar panels  Generator Energy storage

South

15% 14% 11%

-11% -8% -11%

Solar panels  Generator Energy storage

West

More likely to adopt 
Less likely to adopt 
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Smart Devices

10% 6% 11%

-16% -20% -15%

Smart
thermostat Voice assistant

Smart power
outlets

Northeast

5% 4% 9%

-15% -19%
-13%

Smart
thermostat Voice assistant

Smart power
outlets

Midwest

9% 5% 10%

-15%
-21% -17%

Smart
thermostat Voice assistant

Smart power
outlets

South

9%
3%

10%

-10%
-17%

-9%

Smart
thermostat Voice assistant

Smart power
outlets

West

More likely to adopt 
Less likely to adopt 
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Home Appliances

9% 8%

-12% -16%

Energy-efficient
appliance

Extra refrigerator/
freezer

Midwest

10% 12%

-11%
-19%

Energy-efficient
appliance

Extra refrigerator/
freezer

South

12% 11%

-7%
-15%

Energy-efficient
appliance

Extra refrigerator/
freezer

West

11% 9%

-11% -16%

Energy-efficient
appliance

Extra refrigerator/
freezer

Northeast

More likely to adopt 
Less likely to adopt 
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Energy-efficient Upgrades

12% 10% 11%

-13% -13% -11%

Energy-efficient
A/C

 Energy-efficient
water heater

 Energy-efficient
insulation or

windows

Northeast

7% 9% 12%

-11% -12% -13%

Energy-efficient
A/C

 Energy-efficient
water heater

 Energy-efficient
insulation or

windows

Midwest

13% 10% 11%

-12% -13% -11%

Energy-efficient
A/C

 Energy-efficient
water heater

 Energy-efficient
insulation or

windows

South

13% 10% 12%

-7% -8% -5%

Energy-efficient
A/C

 Energy-efficient
water heater

 Energy-efficient
insulation or

windows

West

More likely to adopt 
Less likely to adopt 
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Electric Vehicles

6%

-19%

Northeast

5%

-21%

Midwest

5%

-25%

South

7%

-17%

West

More likely to adopt 
Less likely to adopt 
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More likely
12%

Less likely
15%

No impact or 
I’m not sure

68%

I already bought it due to 
COVID-19

1%

I had it prior to COVID-19

4% More likely
4%

Less likely
21%

No impact or 
I’m not sure

72%

I already bought it 
due to COVID-19

1%

I had it prior to 
COVID-19

2%

Similar age-segment trend for COVID-19 impact on interest in other technologies

COVID-19 spurs greatest uptick in solar panel interest among 
30-44 age bracket; least among 65+ age bracket

More likely
20%

Less likely
13%No impact or 

I’m not sure
62%

I already bought it 
due to COVID-19

2%

I had it prior to 
COVID-19

3%

30-44 Age Bracket 65+ Age Bracket
All Respondents
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Pa. PUC v. Pa. American Water Co. Schedule SJR-6

Docket Nos. R-2020-3019369, et al.

Water COSS: Allocation of late payment fees based on actual 2019

Actual 2019 New Factor 23 PAWC-Factor 20

Residential 3,114,547 0.8218 0.6391

Commercial 539,341 0.1423 0.2412

Industrial 41,316 0.0109 0.0396

Public (Municipal) 54,060 0.0143 0.0263

Other Water Utilities - Group A 0.0009 0.0010

Other Water Utilities - Group B 0.0001 0.0003

Private Fire Protection 0.0033 0.0072

Public Fire Protection 0.0064 0.0453

Total 3,789,797 1.0000 1.0000

Source: OCA 08-004

3,747

36,786

}
}



Pa. PUC v. Pa. American Water Co. Schedule SJR-7

Docket Nos. R-2020-3019369, et al.

Water COSS: Allocation of Citizens Acquisition CIAC and CAC

Factor 4

Factor 4 excluding

Public and OWU New Factor 24

Residential 0.5815 0.5815 0.5993

Commercial 0.2814 0.2814 0.2900

Industrial 0.0391 0.0391 0.0403

Public (Municipal) 0.0280 - -

Other Water Utilities - Group A 0.0013 - -

Other Water Utilities - Group B 0.0004 - -

Private Fire Protection 0.0102 0.0102 0.0105
Public Fire Protection 0.0581 0.0581 0.0599

Total 1.0000 0.9703 1.0000

Source: Factor 4 from PAWC Exh. 12-A; exclusion of Public and OWU from OCA 08-003



Pa. PUC v. Pa. American Water Co. Schedule SJR-8

Docket Nos. R-2020-3019369, et al.

Results of OCA Proposed Changes in Water COSS Before Subsidies

PAWC as filed OCA Difference

Residential 442,738,220$ 441,923,453$ (814,767)$

Commercial 166,342,736 166,688,287 345,551

Industrial 26,863,483 26,970,137 106,654

Public (Municipal) 18,048,262 18,164,097 115,835

Other Water Utilities - Group A 694,867 695,583 716

Other Water Utilities - Group B 231,804 232,778 974

Private Fire Protection 4,822,411 4,855,537 33,126

Public Fire Protection 8,607,527 8,819,438 211,911

Total Sales of Water 668,349,310$ 668,349,310$ -$
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184 	Financing and Charges for Wastewater Systems 

1.0 INTRODUCTION 

In the context of wastewater systems, the term wet weather flows refers to 
rainfall- and snowmelt-induced extraneous "inflows" that are conveyed by 
a combined sewer system (CSS), separate storm sewer system, or as a direct 
surface discharge to receiving waters. The characteristics of wet weather 
flows and their potential environmental, economic, and community effects 
are quite different from that of groundwater inflow and infiltration (I/I) 
that occur naturally in a wastewater system. From a wastewater system 
perspective, the existence of wet weather flows is not a new phenomenon. 
In the discussion of cost-causative factors in Chapter 6, the wet weather 
flows are deemed a part of I/I, and guidelines are provided to allocate I/I 
costs to volumetric and customer-cost components. 

However, many wastewater utilities, especially those with a CSS, grapple 
with significant unfunded regulatory mandates to manage wet weather flows 
in the form of long-term control plan (LTCP) requirements and consent 
decrees. With escalating regulatory and infrastructure management costs, 
many utilities recognize the need for alternative forms of financing and cost 
recovery that not only reflect principles of equitable recovery, fairness, and 
revenue stability, but also provide fee reduction opportunities for private 
and public on-site wet weather flow management. Hence, the operations 
and maintenance (O&M) and capital cost financing of wet weather flow 
management and the recovery of those costs add an additional layer of 
complexity in wastewater ratemaking. 

In this chapter, wet weather financing and cost recovery are discussed 
primarily in the context of integrated wastewater utilities that have respon-
sibilities for both sewer and stormwater management services. The follow-
ing are the key questions that are pertinent to wet weather financing and 
cost recovery: 

• What is the effect of wet weather flows on wastewater systems? 

® What are some feasible financing and cost recovery mechanisms? 

• What are the key considerations in wet weather cost recovery? 

• What is the process for establishing an alternative cost recovery? 

2.0 EFFECT OF WET WEATHER FLOWS 

Typically, municipal utilities, wastewater authorities, or districts that are 
responsible for wastewater conveyance and/or treatment services have one 
or more of the following three conveyance systems within their service area: 
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Chapter 9 m Wet Weather Financing and Cost Recovery 	185 

® Combined sewer systems that convey both sanitary wastewater and 
stormwater inflows in the same conveyance system; 

® A separate sanitary sewer system that typically only conveys sanitary 
wastewater flows; and 

• A municipal separate storm sewer system (MS4) that typically only 
conveys stormwater flows. 

The excessive wet weather flows that result from significant wet weather 
events exert different levels of effect depending on the types of wastewater 
conveyance systems that exist within a municipality or a service territory. 

2.1 	Effect on Combined Sewer Systems 

In service areas with a CSS, excessive wet weather flows could potentially 
exceed the capacity of the CSS and/or water resource recovery facilities. In 
such a situation, wet weather flows could trigger combined sewer overflows 
(CSOs), where the untreated combined wastewater is directly discharged 
to surface receiving waters without the benefit of even primary treatment. 
Aging and deteriorating wastewater infrastructure can further exacerbate 
such CSO issues. Frequent and highly publicized incidents of CSOs into 
rivers and streams, as well as water main breaks in the nation's largest cit-
ies, are the most visible manifestations of this deteriorating infrastructure 
problem (Gomez, 2013). Combined sewer overflows directly impair water 
quality, harm aquatic life, cause health hazards, and affect recreational uses 
of the surface waters. 

According to the U.S. Environmental Protection Agency, CSOs are a pri-
ority water pollution concern for municipalities with CSOs (www.epa.gov). 
Many older large and small urban municipalities and regional facilities, 
including those in New York, New York; Philadelphia, Pennsylvania; Wash-
ington, D.C.; Cincinnati, Ohio (Metropolitan Sewerage District); and Kansas 
City, Missouri, face federal- and state-issued consent decrees or consent 
order agreements that require mitigation and/or elimination of CSOs and 
adherence to other stringent regulatory requirements. Compliance with the 
consent decree or consent order requires significant investments (i.e., billions 
of dollars) in LTCP initiatives. 

2.2 	Effect on Separate Sanitary Sewers 

In separate sanitary sewers, especially those with aging infrastructure that 
may be prone to significant sewer defects and associated I/I problems, wet 
weather flows can exacerbate I/I problems, causing sanitary sewer overflows 
(SSOs). Many municipalities with SSOs also face consent orders because 

Schedule SJR-9
Page 4 of 16



186 	Financing, and Charges for Wastewater Systems 

the SSOs are also point-source discharges. Significant investments in I/I 
reduction and other wet weather management initiatives may be needed to 
mitigate SSOs. 

	

2.3 	Effect on Municipal Separate Storm Sewer System 

Wet weather flows affect MS4s in a number of ways, including flooding, 
habitat degradation, streams and channel erosion, and other significant 
water quality issues such as sedimentation and pollution resulting from 
stormwater runoff. 

Although the nature of wet weather flow effect varies with the types 
of conveyance systems, a common concern among all these systems is the 
significant financial investment that is involved in the management of wet 
weather flows. 

3.0 WET WEATHER CAPITAL FINANCING ALTERNATIVE' 

The internal and external capital program financing alternatives that are 
described in Chapter 4 could all be considered to effectively finance wet 
weather-related capital infrastructure investments. In addition to using gray 
infrastructure to manage wet weather, utilities are also increasingly integrat-
ing multibenefit land use management and private stormwater best manage-
ment practices to their wet weather management portfolio and/or LTCP 
initiatives. For example, the Philadelphia Water Department has designed 
the "Green City, Clean Waters" plan to mitigate CSOs and reduce water 
pollution. This 25-year cost-saving program relies heavily on the use of 
green infrastructure (www.phillywatersheds.org). Hence, additional innova-
tive financing mechanisms are often necessary to effectively fund these types 
of wet weather initiatives. 

The type of capital financing for land management-based capital initiatives 
would vary between public and private stormwater management initiatives. 

	

3.1 	Public Stormwater Management Capital Initiatives 

Utilities can undertake recurring program initiatives such as downspout dis-
connection programs and residential- and neighborhood-level green initia-
tives to mitigate wet weather contribution. Such programs can be budgeted 
as annual routine capital outlay and funded through user rates and charges. 

However, other large-scale capital initiatives, such as a multibenefit 
sewer separation project and/or a wetlands development project, can be 
more cost effectively financed through a combination of land conservation 
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loans, grants, state revolving fund loans, bond financing, and other contribu-
tions. Leveraging multiple sources of funding for a large-scale project can 
be more cost effective than a single source of funding. 

To meet the expensive consent order, LTCP, and water quality require-
ments, utilities are beginning to engage in public—private partnerships where 
practical. A multi-entity partnership, such as the one the District of Colum-
bia Water and Sewer Authority (DC Water) engaged in to issue its first 
environmental impact bond, could be considered, if appropriate, for accel-
erating wet weather initiatives while also mitigating the risks of financial 
investments, especially in emerging and pilot green initiatives. 

3.2 	Private Stormwater Management Capital Initiatives 

Many urban municipalities also provide grants to encourage stormwater 
management projeCts in private properties. Such types of funding may 
require a multientity complex structure because the utility may not be able 
to directly administer a grant to a private property. In addition, in such 
situations, even if the utility provides partial funding in the form of grants, 
it will not be able to own and include the stormwater assets as part of its 
asset base. Hence, a utility may have to finance such grants as an O&M 
cost and not as a capital initiative. 

Philadelphia offers multimillion-dollar grant funding to private non-
residential properties under its Green Acres Retrofit Program (GARP). 
The program costs are outlined in the annual operating budget, and the 
grant is targeted toward CSO mitigation in combined sewer areas. Phila-
delphia recovers the GARP-related costs through sewer and stormwater 
rates and charges. 

A key consideration in wet weather capital financing in jurisdictions 
with CSS is the approach used to recover the costs. In some of these jurisdic-
tions, the urban core may have the older CSS infrastructure and the associ-
ated CSO mitigation initiatives, whereas the surrounding suburban areas 
may have the newer MS4 infrastructure. Therefore, utilities would have to 
consider these factors in evaluating alternative capital cost recovery mecha-
nisms, and, more specifically, the appropriateness of apportioning storm-
water management practices costs between sewer and stormwater utilities. 

4.0 WET WEATI IER COST RECOVERY 

The challenge of managing wet weather flow lies not only in the diverse 
effect it has on conveyance systems, but also in the delineation of respon-
sibilities among various entities. In municipalities where multiple entities 
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188 	Financing and Charges for Wastewater Systems 

are involved, wet weather financing and associated cost recovery becomes 
more nuanced and complex. 

	

4.1 	Delineation of Wet Weather Management Responsibilities 

In some municipalities, such as in Philadelphia, the water/sewer utility is 
responsible for managing all aspects of wet weather flows, including LTCP/ 
National Pollutant Discharge Elimination System requirements and MS4 
requirements. However, in other municipal jurisdictions, an independent 
authority such as DC Water may be responsible for managing wet weather 
flows only in the CSS and separate sanitary sewer systems, while the munici-
pality, in this case the District of Columbia, may be directly responsible for 
all MS4 requirements. 

Even within a MS4 service area, the responsibilities are often shared 
by the utility and the municipality. Consequently, there are also signifi-
cant differences among municipalities in the types of wet weather capital 
financing and cost recovery mechanisms that they use to recover the O&M, 
debt service, pay-as-you-go, and other relevant annual wet weather costs. 
Table 9.1 shows some examples of the diversity that exists in how wet 
weather management-related revenue requirements are recovered from the 
customer base. 

	

4.2 	Key Considerations in the Recovery of Wet Weather Costs 

Several considerations play a role in the recovery of wet weather manage-
ment costs, and many of these are interrelated. These are described not as 
stipulations, but as guidelines for defining cost recovery policies. Munici-
palities and large metropolitan areas need to define their own wet weather 
cost recovery policies based on practical considerations and nuances that 

TAW '!,,1 Primary cost recovery approach for wet weather revenue requirements. 

Wet weather 
program 

CSS & separate 
sanitary 
sewer revenue 
requirements 

MS4 revenue 
requirements 

Example 1 
Sewer charges 

Sewer charges 
(OR) taxes! 
assessments 

Example 2 

Sewer charges 

Stormwater 
charges 

Example 3 

Sewer charges 
(AND) 
stormwater 
charges 

Stormwater 
charges 

Primary approach to cost recovery 
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closely meet the utility's strategic direction and needs, objectives, regulatory 
requirements, and other specific circumstances. 

4.2.1 Equity of Cost Recovery 

Cost recovery approaches that recover all of the wet weather revenue 
requirements based entirely on sewer charges and/or taxes (see Table 9.1, 
Example 1) may provide for administrative simplicity and ease of customer 
understanding. However, such approaches may affect equity of cost recovery. 
Sewer charges are typically based on the volume of water usage, and taxes 
are based on property value, both of which have very limited correlation to 
the magnitude of a property's wet weather contribution. Therefore, other 
cost recovery mechanisms such as an impervious area-based wet weather 
fee could be integrated to a user-fee rate structure portfolio. 

4.2.2 Recognizing Historical System Development 

Equity also may be compromised by relying entirely on cost-allocation meth-
odologies based on current use proportionality, or even current capacity 
claims, that ignore historical system development. In many cases, wastewater 
systems that were developed in the urban core, often with combined sewers, 
provided the foundation for later suburban development with separated sys-
tems. If the costs associated with these urban combined systems are allocated 
entirely by reference to current uses or capacity claims, separated suburban 
systems may be inequitably relieved of responsibility for the costs of com-
bined systems that enabled growth in a metropolitan region. In these cases, 
a number of alternative approaches can be used to more equitably recover 
what are fundamentally "common-to-all" costs. This can be done through 
wastewater charges—for example, charges based on retail customers served 
or flow metrics—or through different revenue recovery mechanisms. For 
example, the City of Atlanta implemented a Municipal Option Sales Tax 
in part to distribute cost responsibility for their Combined Sewer Overflow 
Consent Decree across the Atlanta metropolitan region. 

4.2.3 Revenue Stability 

Recovery of wet weather costs through volumetric-based sewer charges can 
affect revenue stability because of the volatility in a customer's water usage 
and, similarly, a tax-based revenue recovery could create revenue uncertainty 
because of the changing priorities of tax expenditures. Because impervious 
area within a property is a relatively more stable measure of stormwater con-
tribution than the volume of water usage, including an impervious area-based 
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fee as part of a utility's overall sewer rate structure could enhance revenue 
stability. 

4.2.4 Fee Reduction Options 

The ability to provide fee reduction options is an integral and essential 
component of any user fee cost recovery approach. Properties with large 
imperviousness contribute more to wet weather flows than properties with 
smaller impervious areas. Therefore, using alternative means such as imper-
vious area-based wet weather fees would provide greater flexibility to afford 
fee-reduction options to ratepayers that deploy on-site stormwater best man-
agement practices. 

4.2.5 Legal Considerations 

In considering alternative approaches to wet weather cost recovery, it is criti-
cal to evaluate legal considerations including legislative authority, potential 
changes to existing municipal or authorities' charters to assess and collect 
fees, and other applicable legislative aspects. 

5.0 WET WEATHER RATE-SETTING APPROACH 

The concept of establishing a distinct wet weather fee (often referred to as a 
stormwater user fee) is becoming more prevalent in the United States (West-
ern Kentucky University, 2016) because of its multiple benefits, discussed 
in the previous section. Figure 9.1 presents an illustration of the key tasks 
involved in developing an impervious area-based wet weather fee. 

STEP 1 

Determine 
Wet Weather 

Program Costs 

STEP 2 

STEP 3 

Develop 
Stormwater 

Revenue 
Requirements 

STEP 4 

Estimate 
Impervious Area 

Billing Units 

STEP 5 

Estimate 
Stormwater Unit 

Cost 

STEP 6 

Design 
Stormwater Rate 

FIGURE 9.1  Key steps in developing a wet weather (stormwater) fee. 
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5.1 	Delineation of Program Costs 

To determine current and future program costs, to the extent practical, key 
wet weather-related O&M activities and the associated costs need to be 
identified. The types of O&M and capital costs that a utility includes in the 
delineation of wet weather program costs depend on a utility's overall mis-
sion, operational level of service, community needs, regulatory obligations, 
and system infrastructure. 

In jurisdictions that only have MS4 service areas, typical stormwater 
program cost elements include stormwater collection and drainage, green 
infrastructure best management practices (BMPs), asset mapping and man-
agement, stormwater treatment, MS4 permit compliance and enforcement 
activities, source water and/or watershed protection programs, and pertinent 
planning and administrative activities. 

In jurisdictions that include CSS, the complexity of stormwater cost 
delineation increases (WEF Special Publication, 2013) because stormwater 
is also conveyed through the CSS to water resource recovery facilities. In 
service areas with CSS, utilities incur significant O&M and capital costs to 
mitigate CSOs and to meet, where applicable, consent decree requirements. 
Therefore, to determine total wet weather costs, utilities could allocate a rea-
sonable portion of the CSS O&M and capital costs to stormwater services. 

The CSS costs that could be allocated include conveyance, pumping, 
treatment, CSO-mitigating green initiatives, public education, and other per-
tinent administrative costs. To be defensible, utilities must exercise engineer-
ing science-based sound principles and available budget and actual cost data 
to allocate a portion of the CSS costs to stormwater. For example, O&M 
costs relating to inlets/catch basin cleaning and debris disposal in the CSS 
areas could be allocated 100% to stormwater. All other CSS costs could be 
apportioned between sanitary sewer service and stormwater service. 

	

5.2 	Stormwater Fee Policies and Legal Considerations 

In establishing a distinct stormwater or wet weather fee, it is prudent to 
first develop a set of key policies such that key assumptions used in the 
cost-of-service analysis, fee methodology, and rate design are consistent and 
defensible. The framework should clearly define the basis for key aspects, 
including the following: 

Apportioning of CSS and MS4 costs to stormwater revenue 
requirements, 

Geographical considerations, 

66  Capital program financing and other financial policies pertinent to 
stormwater revenue requirements, 
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192 	Financing and Charges for Wastewater Systems 

® Stormwater customer classification, 

• Impervious area estimation methodology, 

® Billing and enforcement, 

• Rate structure design and stormwater credits, and 

• Other pertinent considerations. 

In addition to the development of a policy framework, early in the pro-
cess utilities must conduct a due diligence review of federal, state, and local 
enabling legislation, the charter under which the utility operates, to affirm 
that the utility has the authority to implement a stormwater or wet weather 
fee within its jurisdiction. It is also important to understand state and local 
statutes and ordinances regarding the ability to assess stormwater fees on cer-
tain classes of properties and user fee voter approval/referendum procedures. 

5.3 	Stormwater Revenue Requirements 

The next critical step is to develop the stormwater revenue requirement that 
is to be recovered from a separate stormwater user fee or a wet weather 
fee. Once stormwater program costs are delineated, as discussed in Sec-
tion 5.1, a comprehensive multiyear revenue requirement analysis should be 
performed. Annual revenue requirements would typically include recurring 
annual O&M costs, debt service expenses, pay-as-you-go cash financing, 
reasonable operating capital, and any equipment reserve requirements and 
debt service coverage requirements, where applicable. 

When establishing a new stormwater user fee, it is also important to 
consider the inclusion of one-time implementation costs and any one-time 
program ramp-up costs in the determination of revenue requirements. 

Potential annual revenues from other sources such as stormwater plan 
and inspection reviews, any stormwater low impact development in-lieu fees, 
and impact fees should be evaluated and deducted from the total annual 
revenue requirements to determine the net stormwater revenue requirement 
that is to be recovered from stormwater or wet weather user fees. 

5.4 	Impervious Area Billing Units 

A critical challenge in establishing a wet weather fee or a stormwater user 
fee is defining the basis for assessing the fee. Because stormwater contribu-
tion from a property cannot be directly measured, other surrogate measures 
such as impervious area are often used to develop a fair approximation 
of each property's stormwater demand on a utility's wastewater system. 
Multiple cost-causative factors such as a property's topography, pollutant 
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contribution, and volume and rate of runoff can influence a property's storm-
water demand. However, determining billing units based on these multiple 
parameters is often not practical because it is technically and administra-
tively complex. Hence, the use of impervious area as a basis for determining 
billing units is more common and is a widely used best practice (Black & 
Veatch, 2016). 

Various data sources including a municipality's tax assessment system, 
geographic information system (GIS), aerial and orthographic imagery, and 
infrared imagery can be effectively used to estimate impervious area. The 
properties are typically divided into stormwater classes such as single-family 
residential, commercial, institutional, parking, parks, and so on based on the 
granularity of land use information that is readily available in tax assess-
ment and GIS systems. 

Subject to data availability and the costs involved in developing 
the impervious area, a combination of approaches can be used to deter-
mine the impervious area for each stormwater class. The aggregate of the 
impervious area estimated for all classes is then defined as the systemwide 
impervious area. 

With respect to wet weather fees, customers can seek fee reduction in 
the form of stormwater credits for any fully functional on-site stormwater 
management practices that they may have deployed to manage stormwa-
ter contribution. In addition, customers may also seek fee adjustments 
because of potential data inaccuracies or exceptions in the impervious 
area. Therefore, to account for potential revenue reductions because of 
stormwater credits and appeals, it is imperative that the initial estimate of 
systemwide impervious area be reduced before finalizing the total billable 
impervious area. 

The billing unit for a stormwater or wet weather fee is often expressed 
using a single parameter such as an impervious area square footage or an 
equivalent runoff unit (ERU), which is also referred to as an equivalent resi-
dential unit. The average or median impervious area square footage of the 
single-family residential class is defined as one ERU. The total systemwide 
billable impervious area is then expressed in terms of ERUs. 

5.5 	Stormwater Unit Cost 

Just as water and sewer rates are often expressed in terms of cost per 
hundred cubic feet ($/Ccf) (also expressed as cost per thousand gallons, or 
$11000 gal), a stormwater user fee is expressed as rate per ERU ($/ERU). 
The annual net revenue requirement is divided by the total estimated billable 
stormwater units (ERUs) to determine the systemwide monthly or annual 
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194 	Financing and Charges for Wastewater Systems 

stormwater unit cost. Table 9.2 provides an example illustration of the cal-
culation of a stormwater unit cost for a representative year, which then pro-
vides a defensible basis for designing the stormwater user fee rate structure. 

5.6 	Stormwater Rate Design 

Most of the rate-policy objectives discussed in Chapter 8, such as fairness 
and equity, administrative ease, customer understanding, and affordabil-
ity considerations, are applicable in the design of a stormwater or wet 
weather fee structure. Key components of a stormwater rate structure typi-
cally include the following: 

9  Residential. Single-family residential properties (often defined as build-
ings with up to three or four dwelling units) can be charged based 
on one of the following three alternatives: (1) a uniform monthly fee 
where all properties pay the same fee; (2) a tiered impervious area fee 
where, based on a distribution analysis of the impervious area, three 
to five tiers of impervious area are designed; or (3) an individual cal-
culation for each parcel in which the monthly ERU rate is applied to 
each parcel's specific impervious area. Each approach has its benefits 
and disadvantages that have to be carefully considered in selecting the 
best-suited alternative; 

Nonresidential. Because of the significant differences in impervious 
area characteristics among the various nonresidential classes of prop-
erties, including multifamily properties and condominiums, it is pru-
dent to calculate the stormwater charge for each parcel by applying 
the monthly ERU rate to each parcel's specific impervious area; and 

• Minimum charge. Many utilities also establish a minimum charge that 
either equates to one ERU or the monthly fee of the lowest impervious 
area tier, if the utility has a tiered rate structure. 

TABLE 9.2 Example calculation of stormwater unit cost ($/ERU). 

Annual 	Monthly 
Total 	stormwater 	stormwater 

Description 
	

Amount 	system ERUs 	ERU cost 	ERU rate 

(1) 	(2) 	(3) = (1)/(2) 	(4) = (3)/12 

Annual stormwater 
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6.0 CASE STUDIES 

6.1 	District of Columbia 

6.1.1 Overview 

The stormwater management responsibilities are shared by two entities 
in the District of Columbia. The District Department of the Environment 
(DDOE) is responsible for managing the separate stormwater system and 
compliance with the District's MS4 permit. DC Water is responsible for the 
CSO LTCP and the management of wet weather issues within the combined 
sewer areas. Each agency has a distinct wet weather fee for recovery of wet 
weather-related costs. This approach to wet weather cost recovery aligns 
with Example 3 in Table 9.1. 

6.1.2 Key Driver 

Approximately 65% of the service area is a separate stormwater system and 
35% is a CSS. Originally, DC Water collected all fees; however, in 2007, 
DDOE was established and the MS4 compliance duties were transferred 
to DDOE. Both DDOE and DC Water strive for equitable recovery of wet 
weather-related costs. 

6.1.3 Costs Recovered 

The DDOE has a "stormwater fee" that recovers costs associated with regu-
latory compliance related to the MS4 permit, including green infrastructure 
retrofits. In addition, DC Water has a Clean Rivers Impervious Area Charge 
(CRIAC), which recovers CSO consent decree compliance costs including 
operational upgrades, capital investments, and debt service. 

6.1.4 Rate Structure 

Both the DDOE stormwater fee and the DC Water CRIAC are based on 
actual impervious area calculations per parcel and both agencies bill their 
fees using an ERU that is based on the average amount of impervious surface 
on residential properties. In addition, both entities offer a credit program 
for their customers to earn a discount on their fees. The DDOE also offers 
a Stormwater Retention Credit Trading Program. 

The District of Columbia is unique in that there are two distinct wet 
weather fees assessed by two different agencies. This requires the need for a 
clear definition of roles, responsibilities, and funding sources for the activi-
ties required to enhance stormwater management. 
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6.2 	City of Philadelphia, Pennsylvania 

6.2.1 Overview 

Philadelphia Water Department (PWD) is responsible for retail water, waste-
water, and stormwater services within the city's jurisdiction. Approximately 
40% of the service area is a separate stormwater system and 60% is a CSS. 
The city recovers wet weather costs both through a sanitary sewer charge 
and a stormwater management service (SWMS) charge. This approach to 
wet weather cost recovery aligns with Example 3 in Table 9.1. 

6.2.2 Key Driver 

The key driver for stormwater management costs is the implementation of 
the "Green City, Clean Waters" initiative. This plan is an integral part of 
the city's CSO LTCP and its holistic approach to managing water resources 
for the city. The 25-year plan will transform the health of the city's creeks 
and rivers primarily through a land-based approach of implementing green 
stormwater infrastructure projects. 

6.2.3 Costs Recovered 

The SWMS charge is designed to recover all of the wet weather costs asso-
ciated with managing the MS4 system and a portion of the CSO LTCP 
requirements. In addition, operation and maintenance of PWD's inlet and 
catch basin cleaning, stream restoration, and a portion of the green infra-
structure programs and administration program costs are also recovered. 

6.2.4 Rate Structure 

The city's SWMS charge is based on two parameters: the average gross 
area square footage and the average impervious area square footage; it also 
includes a monthly billing and collection charge. In addition, PWD offers 
both stormwater credits and incentives programs, the costs of which are 
proportionally funded through both wastewater rates and stormwater rates. 

When the SWMS charge was created in July 2010, affordability was 
a key concern for business and non-profit customers because, under the 
new system, these nonresidential customers pay based on their impervious 
"footprint". To mitigate this effect, the PWD phased in the new charge over 
4 years and established a rate increase cap for nonresidential customers. 

7.0 SUMMARY 

The characteristics of wet weather and the extent of wet weather effect 
vary significantly among municipalities and watersheds. Determining wet 
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weather costs and establishing an equitable approach to the recovery of 
those costs can provide for revenue stability, equity of cost recovery, flex-
ibility to encourage public and private stormwater BMPs, and the ability 
to better align user fees with program needs, costs, and customer benefits. 

However, determining alternative wet weather financing mechanisms 
such as public—private partnerships and/or establishing a separate wet 
weather fee are critical policy decisions. These decisions need to be made 
based on a careful and diligent evaluation of myriad aspects, including 
delineation of service responsibilities, inter- and intra-governmental con-
tractual agreements, program needs and costs, the economic environment, 
customer demographics and affordability, legislative feasibility, and admin-
istrative capacity and costs. 
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Pennsylvania-American Water Company 
Docket Nos. R-2020-3019369 (Water) 

R-2020-3019371 (Wastewater) 
OCA Set 4 

 
 
OCA-04-005 
 
Responsible Witness:  Ashley E. Everette, Director of Rates and Regulatory for PAWC 
 
Question: 
 
Reference: PAWC St. 4 (Everette), p. 35, lines 12-16.   

a. Please explain in detail the reasons for proposing a single rate schedule for McKeesport 
wastewater customers, compared to the existing separate rates for Port Vue customers. 

b. Please reconcile this proposal with the statements by Ms. Heppenstall (PAWC St. 12, p. 
31, lines 16-21, noting that 75% of the Port Vue system is sanitary sewer only, as 
compared to the remainder of the McKeesport system which is “almost entirely a CSS 
[combined sewer system].” 

 
Response: 
 
a.  The settlement relative to the Company’s acquisition of the McKeesport system (Docket 

No. A-2017-2606103) requires the Company to set the rates for all McKeesport 
customers in this rate case equal to Rate Zone 1 wastewater rates. The settlement, 
which was approved by the Commission, states in part (emphasis added):  

 
 In its first base rate case following the closing of the acquisition, PAWC will 

propose to establish a rate zone for McKeesport and increase the rates of the 
System to an amount equal to the Zone 1 wastewater rates of PAWC's 
wastewater division, unless such increase would be more than two times the 
system-average increase for the wastewater division (calculated on a percentage 
increase basis). 

 
 The settlement makes no exception or separate provision for the Port Vue customers 

within the McKeesport system and such increase will not be more than two times the 
system-average increase for the wastewater division.   

 
b.  Please see my response to part (a) above.  
 



Pennsylvania-American Water Company 
Docket Nos. R-2020-3019369 (Water) 

R-2020-3019371 (Wastewater) 
OCA Set 4 

 
 
OCA-04-018 
 
Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reference: PAWC St. 12 (Heppenstall), p. 33, lines 1-2.  Please explain in detail why McKeesport 
stormwater costs were “reallocated to the sanitary classes based on Factor 1A.”  In the 
explanation, please explain (a) why a separate stormwater rate was not developed and (b) why 
Factor 1A (allocation of infiltration and inflow) was used to allocate stormwater costs among 
the sanitary sewer using customer classes.  Please include any analyses, workpapers, studies, or 
other documents that helped inform the decision. 
 
Response: 
 
(a) Please refer to the Company’s response to I&E-RS-16 for an explanation of why the 
Company is not implementing a stormwater fee for its wastewater service.   
 
(b) As explained in PAWC Statement No. 12, the allocation of stormwater was based on 
methods to allocated I&I described in the “Financing and Charges for Wastewater Systems”, 
Manual of Practice No. 27, published by the 9 Water Environment Federation (“Manual of 
Practice No. 27”). As stormwater is comparable to other forms of I&I, it is allocated in the same 
manner.  
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Pennsylvania-American Water Company 
Docket Nos. R-2020-3019369 (Water) 

R-2020-3019371 (Wastewater) 
OCA Set 4 

 
 
OCA-04-025 
 
Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reference: PAWC St. 12 (Heppenstall), p. 41, lines 12-15.  

a. Please explain in detail the reasons why the witness believes the wastewater customer 
charge should have, as a goal, recovering “all customer costs and 2/3 of I&I costs.” 

b. The stated goal was not listed as one of the rate design criteria given to Ms. Heppenstall 
by PAWC.  What is the source of this goal? 

c. Please provide any studies, publications, or analyses on which the witness relied in 
determining that this was an appropriate rate design goal. 

d. Please confirm that the existing customer charges of $10.00 for residential customers, 
$8.00 for low-income residential customers, and $25.00 for commercial customers 
collect $2,761,455 in the Wastewater SSS area excluding Sadsbury and Exeter (PAWC 
Exh. 12-K, p. 11), which is more than the total customer-related cost shown in the cost-
of-service study for 2022 in that rate area ($1,431,015 + $824,037 for Customer 
Facilities and Customer Accounting costs, respectively, shown in PAWC Exh. 12-C, p. A-
22).  If this is not confirmed, please provide a corrected calculation. 

e. Is there a difference between customer costs and direct customer costs for the 
Wastewater SSS area excluding Sadsbury and Exeter?  If so, please provide a calculation 
of direct customer costs for that rate area that is comparable to the calculation provided 
in PAWC Exh. 12-A, p. A-47. 

 
Response: 
 

a. “Financing and Charges for Wastewater Systems, Manual of Practice 27”, published by 
the Water Environment Federation shows on Table 7.7, page 139, that it is appropriate 
to allocate 2/3 of the costs related to I&I on a customer basis and recovered on a 
customer basis.  This direction recognizes that the level of I&I is a function of both 
wastewater volumes and the number of connections.  Since 2/3 of I&I costs are 
allocated based on the number of customers, cost causation principles support 
recovering these costs in the customer charge.  
 

b. Please refer to the response to part (a) above. 
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c. Please refer to the response to part (a) above. The word “goal” was used differently in 

each of the two sources referenced. The appropriate level of costs to be recovered on a 
customer basis in the customer charge is a cost-allocation exercise that, like other cost-
allocation issues, the Company assigned to Ms. Heppenstall to address based on her 
expertise on cost-allocation methods and procedures. 
 

d. The total customer-related costs are shown in the OCA-04-025_Attacment which were 
inadvertently not included in Exhibit 12-C.  These schedules show customer costs of 
$9,812,081 in Rate Year 1 and $10,610,723 in Rate Year 2. 
 

e. Please refer to OCA-04-25_Attachment, which shows the direct customer costs and 
calculations for the rate area.  

 



PENNSYLVANIA AMERICAN WATER
 WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF CUSTOMER COST PER MONTH - 2021

Per Month

(1) Cost Related to Customer Facilities 1,177,928$     

(2) Service Equivalents X 12 338,874          

(3) Cost per Bill - Meter related 3.48$         

(4) Cost Related to Customer Accounting 731,563$        

(5) Number of Bills 311,604          

(6) Cost per Bill 2.35$         

(7) Cost Related to I&I 11,853,293$   

(8) Percentage of I&I Cost to to be recoverd in Customer Charge 66.67%

(9) Net Cost Related to I&I to be recovered in Customer Charge 7,902,590$     

(10) Service Equivalents X 12 338,874          

(11) Cost per Bill  - I&I Related 23.32$       

(12) Total Customer Costs (3)+(6)+(11) 29.14$       
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PENNSYLVANIA AMERICAN WATER
 WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF CUSTOMER COST PER MONTH - 2022

Per Month

(1) Cost Related to Customer Facilities 1,431,015$     

(2) Service Equivalents X 12 316,068          

(3) Cost per Bill - Meter related 4.53$         

(4) Cost Related to Customer Accounting 824,037$        

(5) Number of Bills 316,140          

(6) Cost per Bill 2.61$         

(7) Cost Related to I&I 12,532,880$   

(8) Percentage of I&I Cost to to be recoverd in Customer Charge 66.67%

(9) Net Cost Related to I&I to be recovered in Customer Charge 8,355,671$     

(10) Service Equivalents X 12 316,068          

(11) Cost per Bill  - I&I Related 26.44$       

(12) Total Customer Costs (3)+(6)+(11) 33.57$       

- 2 -



PENNSYLVANIA AMERICAN WATER
 WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF DIRECT CUSTOMER COST PER MONTH - 2021

Per Month

(1) Cost Related to Customer Facilities 1,679,873$     

(2) Service Equivalents X 12 338,874          

(3) Cost per Bill - Meter related 4.96$         

(4) Cost Related to Customer Accounting 523,685$        

(5) Number of Bills 311,604          

(6) Cost per Bill 1.68$         

(7) Cost Related to I&I 11,853,293$   

(8) Percentage of I&I Cost to to be recoverd in Customer Charge 66.67%

(9) Net Cost Related to I&I to be recovered in Customer Charge 7,902,590$     

(10) Service Equivalents X 12 338,874          

(11) Cost per Bill  - I&I Related 23.32$       

(12) Total Customer Costs (3)+(6)+(11) 29.96$       
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PENNSYLVANIA-AMERICAN WATER COMPANY 
WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER

ANALYSIS OF DIRECT CUSTOMER COSTS - 2021

Customer Billing &
Description Facilities Collecting

Operation and Maintenance Expenses
    Customer Accounting Expenses 417,904             
    Management Fees - Customer 61,002               
    Employee Pension and Benefits 13,150               
    Transportation Expense 8,667                 
    Worker's Compensation 3,350                 
    Other Rev. (33,377)              
          Subtotal -                              470,695             

Depreciation Expense
    Service Laterals 540,920                      
    Office Furniture & Equipment 1,606                 
    Transportation Equipment 22,537               

       Subtotal 540,920                      24,143               

Taxes Other Than Income
    Payroll Taxes -                              3,686                 
    Assessments 7,386                          4,578                 

       Subtotal 7,386                          8,265                 

Rate Base
    Service Laterals 13,296,914                 
    Office Furniture and Equipment -                              18,190               
    Transportation Equipment -                              223,676             

       Subtotal 13,296,914                 241,866             

Return and Income Taxes 1,131,568                   20,583               

     Total Direct Customer Costs 1,679,873$                 523,685$           

Plus I&I Costs 11,853,293
2/3 of I&I Costs 7,902,195                   
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PENNSYLVANIA AMERICAN WATER
 WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF DIRECT CUSTOMER COST PER MONTH - 2022

Per Month

(1) Cost Related to Customer Facilities 2,052,860$     

(2) Service Equivalents X 12 343,410          

(3) Cost per Bill - Meter related 5.98$         

(4) Cost Related to Customer Accounting 595,653$        

(5) Number of Bills 316,140          

(6) Cost per Bill 1.88$         

(7) Cost Related to I&I 12,532,880$   

(8) Percentage of I&I Cost to to be recoverd in Customer Charge 66.67%

(9) Net Cost Related to I&I to be recovered in Customer Charge 8,355,671$     

(10) Service Equivalents X 12 343,410          

(11) Cost per Bill  - I&I Related 24.33$       

(12) Total Customer Costs (3)+(6)+(11) 32.19$       
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PENNSYLVANIA-AMERICAN WATER COMPANY 
WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER

ANALYSIS OF DIRECT CUSTOMER COSTS - 2022

Customer Billing &
Description Facilities Collecting

Operation and Maintenance Expenses
    Customer Accounting Expenses 455,876             
    Management Fees - Customer 63,059               
    Employee Pension and Benefits 14,611               
    Transportation Expense 9,320                 
    Worker's Compensation 3,597                 
    Other Rev. (35,664)              
          Subtotal -                              510,799             

Depreciation Expense
    Service Laterals 646,573                      
    Office Furniture & Equipment 1,658                 
    Transportation Equipment 30,639               

       Subtotal 646,573                      32,296               

Taxes Other Than Income
    Payroll Taxes -                              4,010                 
    Assessments 9,212                          5,288                 

       Subtotal 9,212                          9,298                 

Rate Base
    Service Laterals 16,051,934                 
    Office Furniture and Equipment 203,059             
    Transportation Equipment 293,980             

       Subtotal 16,051,934                 497,039             

Return and Income Taxes 1,397,075                   43,260               

     Total Direct Customer Costs 2,052,860$                 595,653$           

Plus I&I Costs 12,532,880
2/3 of I&I Costs 8,355,253                   
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Pennsylvania-American Water Company 
Docket Nos. R-2020-3019369 (Water) 

R-2020-3019371 (Wastewater) 
OCA Set 7 

 
 
OCA-07-001 
 
Responsible Witness:  Andrew Clarkson, Vice President of Operations for PAWC 
 
Question: 
 
Water Systems 

For each of the Company’s water supply and distribution systems:  
a. Do all customers have a separate service line?  If not, please explain. 
b. Do all customers have a separate curb stop/shut-off valve?  If not, please explain. 
c. Do all customers have a separate water meter?  If not, please explain. 
 
Response: 
 

a. All water customers do not have separate service lines.  There are approximately 21,000 
shared service lines across the Company’s service territory. Most shared service lines 
are in the Scranton (approximately 14,000), McMurray (approximately 1,100) and Butler 
(710) Districts.   Most districts have a small number of shared service lines because the 
dwellings were older construction at the time the Company acquired the water system. 
All new construction is required to have separate service lines. 
 

b. Please refer to the response to part a. PAWC has installed approximately 15,000 Remote 
Disconnect Meters on shared service/curb stop customers.  

 
c. Most customers have a separate water meters except for the following: 

 There are 115 connections in the Company’s Fernwood/Lehman Pike District 
without separate water meters.  PAWC is in the process of installing meters. 

 PAWC has been serving as the receiver of the Winola Water Company since 
December 2018 pursuant to a proceeding before the Commission.  The parties 
reached a settlement, and on June 2, 2020, a Joint Petition for Approval of all 
Settlement Issues was filed with the Commission.  Winola Water Company 
customers do not have water meters. The Settlement provides for the 
installation of meters.   



Pennsylvania-American Water Company 
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OCA-08-003 
 
Responsible Witness:   

Constance E. Heppenstall, Senior Project Manager of Gannett Fleming (part A) 
Ashley E. Everette, Director of Rates and Regulatory for PAWC (part B) 

 
Question: 
 
Reference: PAWC Exh. 12-A, pp. 13 and 37 (line for Citizens Acquisition CIAC and CAC).   

a. Please explain why this item is allocated using factor 4 (base - maximum hour) rather 
than a factor that more closely relates to the customer classes that originally made the 
contributions. 

b. Please provide the Company’s records showing the source, by customer class, of the 
CIAC and CAC from the Citizens acquisition.  If such records do not exist, please provide 
a workpaper showing the number of customers, by customer class, acquired from 
Citizens. 

 
Response:   
 

a. Factor 4 is used to allocate costs related to distribution mains.  Much of CIAC and CAC is 
related to the construction of distribution mains.  Therefore, allocating this item using 
Factor 4 is appropriate. 
 

b. The Company does not have records showing the source by customer class of the CIAC 
and CAC acquired from Citizens.  The number of customers by customer class acquired 
from Citizens is shown below: 
 

Class Number of Customers 
Residential 33,893 
Commercial 2,376 

Industrial 166 
Private Fire 334 
Public Fire 31 
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OCA-08-004 
 
Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reference: PAWC Exh. 12-A, p. 14 (line for Other Water Revenues - Late Payment Fees). Please 
provide a workpaper showing actual late payment fees billed by customer class for the historic 
test year and the future test year to date. 
 
Response:   
 
Please refer to OCA-08-004_Attachment for the Water Excluding Steelton actual late payment 
fees by bill class for years 2019 and 2020 through May.  The Company discontinued charging 
late payment fees due to the Covid-19 Pandemic as of 3/16/2020 until further notice. 
 
 



Pennsylvania-American Water Company Docket 
No. R-2020-3019369
OCA VIII-4

Water Excluding Steelton - Late Payment Fees

Class Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 2019 Total
Residential $277,764 $275,893 $287,787 $244,822 $227,656 $240,906 $243,355 $252,481 $257,008 $236,710 $245,887 $324,278 $3,114,547
Commercial 51,906 44,840 43,368 43,362 40,990 36,889 43,201 46,041 47,629 51,244 44,455 45,416 539,341
Industrial 3,844 2,084 5,375 3,946 2,438 1,870 3,751 1,473 4,856 3,258 4,684 3,737 41,316
OPA 6,670 7,846 3,411 (581) 2,238 3,538 6,314 5,638 7,716 6,760 2,394 2,116 54,060
Sale for Resale 1,527 20 572 158 2 20 212 211 244 0 0 781 3,747
Fire 3,443 3,258 3,789 3,012 1,884 1,916 2,532 3,575 2,691 3,071 3,678 3,937 36,786
Total Water Excluding Steelton $345,154 $333,941 $344,302 $294,719 $275,208 $285,139 $299,365 $309,419 $320,144 $301,043 $301,098 $380,265 $3,789,797

Class Jan-20 Feb-20 Mar-20 Apr-20 May-20
Residential $275,370 $289,174 $169,082 ($2,066) ($906)
Commercial 51,856 48,386 26,226 (330) 680
Industrial 5,311 6,763 1,075 0 1,132
OPA 5,925 3,851 1,072 0 (19)
Sale for Resale 704 484 0 0 0
Fire 7,206 7,381 3,168 (8) (20)
Total Water Excluding Steelton $346,372 $356,039 $200,622 ($2,404) $867
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OCA-08-006 
 
Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reference: PAWC Exh. 12-A, p. 14 (line for Other Water Revenues - Rents from Other 
Properties).  Please describe the revenues in this category and explain why they are allocated 
using factor 16. 
 
Response:   
 
Rents from other properties includes money from cellular phone providers for the lease of 
space on top of the Company’s towers for the placement of antennas.  
 
This revenue should be allocated based on total cost of service or Factor 20, not Factor 16, as all 
classes benefit from these revenues.  This change in allocation causes a de minimis change in 
the results of the cost of service for the residential class (0.01% increase to the cost of service 
for the residential class).   
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OCA-08-009 
 
Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reference: PAWC Exh. 12-A, pp. 29-30.  Please explain why there are approximately 8,200 more 
residential meters than service lines. 
 
Response:   
 
There are approximately 8,200 more residential meters than service lines because certain 
residential customers have a shared service line or two customers per service line.  Therefore, 
the number of service lines are reduced by 8,200 to account for the shared lines.  In addition, 
there are 474 commercial customers that also have shared service lines. 
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OCA-08-010 
 
Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reference: PAWC Exh. 12-A, p. 36.  Should account 311.54 (Pumping equipment T&D rate base) 
be allocated using factor 8 (mains), rather than factor 6 (water treatment operations)?  If not, 
please explain why depreciation expense for the same account (on p. 13) is allocated using 
factor 8. 
 
Response:   
 
Yes, Account 311.54 (Pumping equipment T&D rate base) should be allocated on Factor 8, 
rather than Factor 6.   This change in allocation results in a de minimis change in the results of 
the cost of service for the residential class (0.01% increase to the cost of service for the 
residential class).   
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OCA-08-012 
 
Responsible Witness:  Rod P. Nevirauskas, Senior Director of Rates and Regulatory for PAWC 
 
Question: 
 
Reference: Proposed Water Tariff (redlined), Third Revised Page 40, Original Page 40.1, and 
Original Page 40.2; Proposed Wastewater Tariff, Third Revised Page 19, Original Page 19.1 and 
Original Page 19.2 (Regionalization and Consolidation Surcharge). 

a. Why is the Company proposing to use operation and maintenance (O&M) expenses 
from its most recent annual report rather than from its most recent base rate case? 

b. If the proposed tariff were currently in effect, please provide a workpaper showing the 
calculation of the O&M expense per customer, along with the pages from the 
Company’s 2019 annual report that are used in the calculation. 

c. Why is the Company proposing to exclude public fire protection customers from the 
surcharge? 

d. Why does the proposed wastewater tariff mention public fire protection? 

e. Please explain why the formula and description for the Regionalization and 
Consolidation Surcharge (RCS) do not subtract revenues received from the acquired 
system, and how the calculation represents a “revenue deficiency” when there does not 
appear to be a comparison of costs to revenues. 

f. Please explain how the Company will determine “netted revenue from any customers 
which will be gained or lost by the beginning of the applicable service period” as 
described in the calculation of Projected Annual Revenues (PAR). 

g. The description of PAR refers to revenues “from existing water and wastewater 
customers.”  Is it the Company’s intention to apply the same RCS percentage to water 
and wastewater customers, or to have separate RCSs for water and wastewater service? 

h. Please provide a sample calculation of the RCS (or the separate water and wastewater 
RCSs, if that is what the Company is proposing) assuming the following:  acquisition of a 
water and sewer system with a water rate base of $1 million consisting of $500,000 in 
mains and appurtenances, $200,000 in services, $150,000 in treatment equipment, 
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$50,000 in wells, and $100,000 in meters; a sewer rate base of $500,000 all of which is 
in collecting mains and appurtenances; and existing revenues of $150,000 for water and 
$150,000 for sewer.  The calculation should use data from the Company’s 2019 annual 
report for O&M and data from the 2021 test year as filed in this case for pre-tax return, 
depreciation, sales, and revenues. 

 
Response:   
 
A. The resolution of the Company’s prior base rate cases did not include a specified level of 
O&M expense. The expenses recorded in the Company’s Annual Reports is proposed in order to 
use actual historical costs to calculate the expense.  
 
B. Please refer to OCA-08-12_Attachment_1 for the requested information and workpaper.  
 
C. Public fire protection customers are excluded due to the requirement to limit public fire rates 
to 25% of cost of service.  
 
D. The reference to public fire service in the wastewater tariff is an error. Please refer to the 
corrected language in OCA-08-012_Attachment_2.    
 
E. Please refer to OCA-08-012_Attachment_2 for a revision to the proposed tariff clarifying the 
revenue deficiency calculation.  
 
F. The Company will follow the procedures set forth in OCA-08-012_Attachment_2.  The 
Company uses the same methodology to project monthly revenues for the purpose of 
calculating its DSIC surcharge.  These projections reflect customers projected to be gained or 
lost during the service period. 
 
G. It is the Company’s intention to apply the same RCS percentage to water and wastewater 
customers.  
 
H. Please refer to OCA-08-012_Attachment 3 for the requested sample calculation using the 
hypothetical scenario provided.  



Pennsylvania-American Water Company For the Year Ended December 31, 2019

     (Company Name)

400. COMPARATIVE INCOME STATEMENT

REVENUES AND EXPENSES

 Balance Balance

Schedule End of Previous Increase/

Line Account Number and Title No. of Year Year Decrease

No. (a) (c) (d) (e) (f)

1 400.0 Operating Revenues 401 626,143,871     627,983,582     (1,839,711)        

2

3 UTILITY OPERATING EXPENSES XXX XXX XXX

4 401.0 Operating Expenses 197,989,719 190,125,354 7,864,365

5 403.0 Depreciation Expense 120,300,794 109,739,806 10,560,988

6 406.0 Amortization of Utility Plant Acquisition Adjustment 417 583,732 583,732

7 407.1 Amortization of Limited Term Plant 417 203,790 186,338 17,452

8 407.2 Amortization of Property Losses 417

9 407.3 Amortization of Other Utility Plant 417

10 407.4 Amortization of Regulatory Assets 167,280 167,280

11 408.0 Taxes Other Than Income 418 4,954,505 10,418,547 (5,464,042)

12 409.10 Federal Income Taxes, Utility Operating Income 419 7,096,481 16,461,132 (9,364,651)

13 409.11 State Income Taxes, Utility Operating Income 419 4,538,897 12,489,734 (7,950,837)

14 409.12 Local Income Taxes, Utility Operating Income

15 410.0 Deferred Income Tax 420

16 410.10      Federal 420 42,396,916 35,449,854 6,947,062

17 410.11      State 420 16,464,372 12,402,575 4,061,797

18      Total Deferred Income Tax 420 58,861,288 47,852,429 11,008,859

19 411.1 Provision for Deferred Income Taxes

   - Credit, Utility Operating Income 421

20 Tax Credits

21 412.1 Investment Tax Credit,

Deferred to Future Periods, Utility Operating Income (233,592) (233,592)

22 412.2 Investment Tax Credits, Restored

to Operating Income, Utility Operating Income

23     Total Tax Credits (233,592) (233,592)

24 TOTAL UTILITY OPERATING EXPENSES 394,462,894 387,790,760 6,672,134

25

26 NET UTILITY OPERATING INCOME (LOSS) 231,680,977 240,192,822 (8,511,845)

27

28 OTHER OPERATING INCOME (LOSS) XXX XXX XXX

29 413.0 Income from Utility Plant Leased to Others

30 414.0 Gains (Losses) from Disposition of Utility Property

31      TOTAL OTHER OPERATING INCOME (LOSS)

32

33 NON-OPERATING INCOME  XXX XXX XXX

34 415.0 Revenues from Merchandising, Jobbing and Contract Work

35 419.0 Interest & Dividend Income 2,583 1,229 1,354

36 420.0 Allowance for Funds Used During Construction (AFUDC) 3,114,234 5,657,764 (2,543,530)

37 421.0 Non-Utility Income 169 60,596 (60,427)

38      TOTAL NON-OPERATING INCOME 3,116,986 5,719,589 (2,602,603)

39

40 NON-OPERATING DEDUCTIONS XXX XXX XXX

41 408.2 Taxes Other Than Income, Other Income and Deductions (2,098,449) (1,760,379) (338,070)

42 409.2 Income Taxes, Oter Income and Deductions (675,191) 260,340 (935,531)

43 416.0 Costs & Expenses of Merchandising, Jobbing and Contract Work 20,143 1,616 18,527

44 426.0 Miscellaneous Non-Utility Expenses 7,437,410 (711,146) 8,148,556

45 TOTAL NON-OPERATING INCOME & DEDUCTIONS 7,800,899 3,510,020 4,290,879

46

47 INTEREST EXPENSE XXX XXX XXX

48 427.0 Interest Expense 78,043,022 77,448,150 594,872

49 428.0 Amortization of Debt Discount & Expenses 1,447,298 1,548,269 (100,971)

50 429.0 Amortization of Premium on Debt

51      TOTAL INTEREST EXPENSE 79,490,320 78,996,419 493,901

52

53 EXTRAORDINARY ITEMS XXX XXX XXX

54 433.0 Income

55 434.0 Deductions

56 409.3 Income Taxes

57 409.4 Other

58       TOTAL EXTRAORDINARY ITEMS

59 NET INCOME (LOSS) 159,991,556 164,706,423 (4,714,867)
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Pennsylvania-American Water Company For the Year Ended December 31, 2019

                (Company Name)

 402. OPERATING REVENUES SUPPORTING SCHEDULE - CUSTOMER DATA 

      Customers should be reported on the basis of number of meters, (except where multiple customers have one meter)

plus number of flat rate accounts.  Where separate meter readings are added for billing purposes, one customer 

         shall be counted for each group of meters so added.

 Customers Customers

End of End of 

Customer Classes Current Previous

Line Year Year

No. (a) (b) (c)

1 Unmetered Sales XXX XXX

2      Residential 134                              134                              

3      Commercial

4      Industrial 

5      Public

6      Other

7      Public Fire

8      Private Fire

9           Total Unmetered Sales 134                              134                              

10

11 Metered Sales XXX XXX

12      Residential 613,326                       607,813                       

13      Commercial 45,325                         45,022                         

14      Industrial 532                              523                              

15      Public 2,198                           2,234                           

16      Multiple Family Dwellings

17      Other

18      Private Fire 3,882                           3,880                           

19      Public Fire 410                              409                              

20      Sales for Resale 22                                23                                

21           Total Metered Sales 665,695                       659,904                       

Page 37



Pennsylvania-American Water Company For the Year Ended December 31, 2019

     (Company Name)

400. COMPARATIVE INCOME STATEMENT

REVENUES AND EXPENSES
 Balance Balance

Schedule End of Previous Increase/

Line Account Number and Title No. of Year Year Decrease

No. (a) (c) (d) (e) (f)

1 400.0 OPERATING REVENUES 401 62,985,131       61,231,232       1,753,899            

2

3 UTILITY OPERATING EXPENSES XXX XXX XXX

4 401.0 Operating Expenses 22,226,872       22,573,190       (346,318)              

5 403.0 Depreciation Expense 14,700,967       13,630,677       1,070,290            

6 406.0 Amortization of Utility Plant Acquisition Adjustment 417

7 407.1 Amortization of Limited Term Plant 417

8 407.2 Amortization of Property Losses 417

9 407.3 Amortization of Other Utility Plant 417

10 407.4 Amortization of Regulatory Assets -                     42,065               (42,065)                

11 407.5 Amortization of Regulatory Liabilities

12 408.0 Taxes Other Than Income 418-419 627,983             667,031             (39,048)                

13 409.10 Federal Income Taxes, Utility Operating Income 418-419

14 409.11 State Income Taxes, Utility Operating Income 418-419

15 409.12 Local Income Taxes, Utility Operating Income 418-419

16 410.0 Deferred Income Tax 418-419

17 410.10      Federal 419

18 410.11      State 419

19      Total Deferred Income Tax 419

20 411.10 Provision for Deferred Income Taxes-Credit Utility Opr. Income 419

21 412.10 Investment Tax Credits Deferred to Future Periods, Utility Operations 419

22 412.11 Investment Tax Credits Restored to Opr., Income, Utility Opr. Income 419

23     Total Tax Credits

24 413.0 Income from Utility Plant Leased to Others

25 414.0 Gains (Losses) from Disposition of Utility Property

26 TOTAL UTILITY OPERATING EXPENSES 37,555,822       36,912,963       642,859               

27 NET UTILITY OPERATING INCOME (LOSS) 25,429,309       24,318,269       1,111,040            

28

29 OTHER INCOME AND DEDUCTIONS XXX XXX XXX

30 415.0 Revenues from Merchandising, Jobbing and Contract Work 115                    115                      

31 416.0 Costs & Expenses of Merchandising, Jobbing and Contract Work

32 419.0 Interest & Dividend Income

33 420.0 Allowance for Funds Used During Construction (AFUDC) (1,753,253)        (564,691)           (1,188,562)          

34 426.0 Miscellaneous Non-Utility Expenses -                       

35      TOTAL OTHER UTILITY INCOME AND DEDUCTIONS 1,753,368          564,691             1,188,677            

36 TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS XXX XXX XXX

37 408.2 Taxes Other Than Income, Other Income and Deductions 418

38 409.2 Income Taxes, Other Income and Deductions 418

39 410.2 Provision for Deferred Income Taxes-Other Income & Deductions 419

40 411.2 Provision for Deferred Income Taxes-Credit, Other Income & Deductions 419

41 412.2 Investment Tax Credit-Net, Nonutility Operations 419

42 412.3 Investment Tax Credits Restored to Nonoperating Income, Utility Opr. 419

43 TOTAL TAXES APPLICABLE TO OTR. INCOME & DEDUCTIONS

44 INTEREST EXPENSE XXX XXX XXX

45 427.0 Interest Expense

46 427.1 Interest on Debt to Associated Companies

47 427.2 Interest on Short-Term Debt

48 427.3 Interest on Long-Term Debt

49 427.4 Interest on Customer Deposits

50 427.5 Interest-Other 76,537               63,262               13,275                 

51 428.0 Amortization of Debt Discount & Expenses -                       

52 429.0 Amortization of Premium on Debt -                       

53      TOTAL INTEREST EXPENSE 76,537               63,262               13,275                 

54 EXTRAORDINARY ITEMS XXX XXX XXX

55 433.0 Income

56 434.0 Deductions

57 409.3 Income Taxes

58       TOTAL EXTRAORDINARY ITEMS

NET INCOME (LOSS) 27,106,140       24,819,698       2,286,442            
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For the Year Ended December 31, 2019

 Customers Customers

End of End of 

Customer Classes Current Previous Increase/

Line Year Year (Decrease)

No. (a) (b) (c) (d)

1 Unmetered Charges XXX XXX XXX

2      Residential 1,353                   996                      357                     

3      Commercial 29                        26                        3                         

4      Industrial 2                          4                          (2)                        

5      Public Authorities 4                          4                          -                      

6      Multiple Family Dwellings*

7      Availability

8      Other

9

10           Total Unmetered Charges 1,388                   1,030                   358                     

11

12 Measured Sales XXX XXX XXX

13      Residential 67,520                 58,929                 8,591                  

14      Commercial 5,202                   4,856                   346                     

15      Industrial 42                        29                        13                       

16      Public Authority 192                      182                      10                       

17      Multiple Family Dwellings*

18      Other 10                        11                        (1)                        

19      Other Systems

20      Interdepartmental

21      Other Systems-Interdepartmental

22

23           Total Measured Sales 72,966                 64,007                 8,959                  

 (Company Name)

Pennsylvania-American Water Company

*  Use number of Individual Dwelling Units

402. OPERATING REVENUES SUPPORTING SCHEDULE - CUSTOMER DATA 

Customers should be reported on the basis of number of meters, (except where multiple customers have one meter) plus

number of flat rate accounts.  Where separate meter readings are added for billing purposes, one customer shall be counted

for each group of meters so added.
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Pennsylvania American Water Company OCA-08-012_Attachment_1
Average O&M and Taxes Other Than Income Expense per Customer

Water Wastewater
1 Operating Expenses $197,989,719 $22,226,872
2 Taxes Other Than Income $4,954,505 $627,983
3 Total $202,944,224 $22,854,855
4 Number of Customers 665,695 72,966
5 Average Cost per Customer $304.86 $313.23



Regionalization and Consolidation Surcharge

Proposed Water Tariff

OCA-08-012_Attachment_2



 
Supplement No. 19 to 

Tariff Water-PA P.U.C. No. 5 
Third Revised Page 40 

PENNSYLVANIA-AMERICAN WATER COMPANY    Canceling Second Revised Page 40 
 [TCJA Voluntary Surcharge eliminated] (C) 
 

SCHEDULE OF RATES 
 

 REGIONALIZATION AND CONSOLIDATION SURCHARGE (C) 
1. General Description 

Purpose: To recover the revenue deficiency created by the acquisition of water and wastewater utilities 
acquired at their fair market value pursuant to 66 Pa. C.S. § 1329 in order to further the regionalization and 
consolidation of water and wastewater systems throughout the Commonwealth.   

 
Effective Date:  The RCS will become effective for bills rendered on and after [date]. 

 
2.  Computation of the RCS 

Calculation:  The RCS will be updated annually to reflect eligible acquisitions closed during the twelve-
month period ending three months prior to the effective date of each RCS update.  Thus, changes in the 
RCS rate will occur as follows: 

Effective Date     Date to which RCS-Eligible 
of Change          Acquisitions Reflected   
April 1      December 31 

 
The revenue deficiency of eligible fair market value acquisitions will consist of depreciation, pre-tax return, 
operation and maintenance expenses, including taxes other than income, less revenues at present rates 
from the acquired system, calculated as follows:  

 
Depreciation:  The depreciation expense will be calculated by applying to the Commission-approved 
cost of RCS-eligible property the annual accrual rates employed in the Company's last base rate case 
for the plant accounts in which each retirement unit of RCS-eligible property is recorded, unless the 
Commission approves different depreciation rates.  
 
Pre-tax return:  The pre-tax return will be calculated using the state and federal income tax rates, the 
Company's actual capital structure and actual cost rates for long-term debt and preferred stock as of the 
last day for the period ending three months prior to the effective date of the RCS and subsequent updates.  
The cost of equity will be the equity return rate approved in the Company's last fully litigated base rate 
proceeding for which a final order was entered not more than two years prior to the effective date of the 
RCS.  If more than two years shall have elapsed between the entry of such a final order and the effective 
date of the RCS, then the equity return rate used in the calculation will be the equity return rate calculated 
by the Commission Staff in the latest Quarterly Report on the Earnings of Jurisdictional Utilities released 
by the Commission.   
 
Operation and Maintenance Expenses: The operation and maintenance (O&M) expenses will be 
determined by multiplying the Company’s current per-customer O&M expense by the number of 
customers of the acquired system. The Company’s current per-customer O&M expense will be 
determined by dividing the Company’s total O&M expenses by the Company’s total number of customers, 
both as shown in the most recent Annual Report to the Commission.  

 
 
 
 
 
 
 

  (C) means Change 
Issued:  April 29, 2020 Effective Date: June 28, 2020 

 



 
Supplement No. 19 to 

Tariff Water-PA P.U.C. No. 5 
PENNSYLVANIA-AMERICAN WATER COMPANY    Original Page 40.1 

SCHEDULE OF RATES 
 

REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D) 
 

2.  Computation of the RCS (cont’d) 
 

RCS Amount:  The RCS will be expressed as a percentage carried to two decimal places and will be 
applied to the total amount billed to each customer for service under the Company's otherwise applicable 
rates and charges, excluding amounts billed for public fire protection service, the State Tax Adjustment 
Surcharge (STAS), and the Distribution System Improvement Charge (DSIC).  To calculate the RCS, the 
annual acquisition-related revenue requirement deficiency will be divided by the Company's projected 
revenue for sales of water and wastewater (including all applicable clauses and riders) for the annual 
period during which the charge will be collected, exclusive of revenues from customers acquired under 
66 Pa. C.S. § 1329 since the last base rate case, public fire protection service, the STAS and the DSIC. 
   
         
Formula:  The formula for calculation of the RCS surcharge is as follows: 

 
RCS  = ((RMRB * PTRR)+Dep+O&M – Year 1 Revenues of Acquired System) +   e                   

                                                                      PAR                                   PAR  
Where: 
 
RMRB  = The ratemaking rate base as established in the 66 Pa. C.S. § 1329 proceeding, 

net of accumulated depreciation since acquisition.  
 
PTRR  = Pre-tax return rate applicable to RCS-eligible property.  
 
Dep  = Depreciation expense related to RCS-eligible property. 
 
O&M = Operation and maintenance expenses including taxes other than income.   

 
e   = Amount calculated (+/-) under the annual reconciliation feature or 

Commission Audit as described below. 
 
PAR  = Projected annual revenues for service (including all applicable clauses and riders) 

from existing water and wastewater customers plus netted revenue from any customers 
which will be gained or lost by the beginning of the applicable service period, will be based 
on the applicable twelve-month period, including any revenue from acquired companies 
that are now being charged the rates of the acquiring company, and excluding any 
revenue from systems acquired pursuant to 66 Pa. C.S. §1329 since the Company’s last 
base rate case.  

 
Annual Updates: Supporting data for each annual update will be filed with the Commission 
and served upon the Bureau of Investigation and Enforcement, the Office of Consumer Advocate 
and the Office of Small Business Advocate at least sixty (60) days prior to the effective date of 
the update.  

 
3.  Safeguards 

Cap: The RCS will be capped at 5.00% of the amount billed to water and wastewater customers under 
otherwise applicable rates and charges. 

 
 

   
Issued:  April 29, 2020 Effective Date: June 28, 2020 

 



 
Supplement No. 19 to 

Tariff Water-PA P.U.C. No. 5 
PENNSYLVANIA-AMERICAN WATER COMPANY    Original Page 40.2 

SCHEDULE OF RATES 
REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D) 

3.  Safeguards, cont’d 
Audit/Reconciliation:  The RCS will be subject to audit at intervals determined by the Commission.  Any 
cost determined by the Commission not to comply with this tariff shall be credited to applicable customer 
accounts.  It will also be subject to annual reconciliation based on a reconciliation period consisting of 
the twelve months ending December 31 of each year or the Company may elect to subject the RCS to 
quarterly reconciliation but only upon request and approval by the Commission.  The revenue received 
under the RCS for the reconciliation period will be compared to the Company's eligible costs for that 
period.  The difference between revenue and costs will be recouped or refunded, as appropriate, in 
accordance with Section 1307 (e), over a one-year period commencing April 1 of each year, or in the 
next quarter if permitted by the Commission.  If RCS revenues exceed RCS-eligible costs, such over-
collections will be refunded with interest.  Interest on the over-collections and credits will be calculated at 
the residential mortgage lending specified by the Secretary of Banking in accordance with the Loan 
Interest and Protection Law (41 P.S. § 101, et seq.) and will be refunded in the same manner as an over-
collection. The Company is not permitted to accrue interest on under collections.  

 
New Base Rates:  The RCS charge will be reset at zero upon application of new base rates to customer 
billings that provide for prospective recovery of the annual costs that had theretofore been recovered 
under the RCS.  Thereafter, only the revenue requirement deficiency of new eligible acquisitions, that 
have not previously been reflected in the Company's rate base, would be reflected in the annual updates 
of the RCS. 

 
All Customer Classes:  The RCS shall be applied equally to all customer classes exclusive of customers 
acquired under 66 Pa. C.S. § 1329 since the Company’s last base rate proceeding.  
 
Earning Reports:  The charge will also be reset at zero if, at the time of the annual update, the data filed 
with the Commission in the Company's then most recent Annual or Quarterly Earnings reports show that 
the Company will earn a rate of return that would exceed the allowable rate of return used to calculate its 
revenue requirement deficiency under the RCS as described in the Pre-tax return section.  The Company 
shall file a tariff supplement implementing the reset of the RCS to zero due to overearning on one-days’ 
notice and such supplement shall be filed simultaneously with the filing of the most recent Annual or 
Quarterly Earnings reports indicating that the Company has earned a rate of return that would exceed 
the allowable rate of return used to calculate its revenue requirement deficiency. 
 
Customer Notice:  Customers shall be notified of changes in the RCS by including appropriate 
information on the first bill they receive following any change.  An explanatory bill insert shall also be 
included with the first billing. 
 
Residual E-Factor Recovery Upon Reset to Zero:  The Company shall file with the Commission interim 
rate revisions to resolve the residual over/under collection or E-factor amount after the RCS rate has 
been reset to zero.  The Company can collect or credit the residual over/under collection balance when 
the RCS rate is reset to zero.  The utility shall refund any over collection to customers and is entitled to 
recover any under collections as set forth in Section 3 – Audit Reconciliation.  Once the Company 
determines the specific amount of the residual over or under collection amount after the RCS rate is reset 
to zero, the Company shall file a tariff supplement with supporting data to address that residual amount.  
The tariff supplement shall be served upon the Commission’s Bureau of Investigation and Enforcement, 
the Commission’s Bureau of Audits, the Office of Consumer Advocate, and the Office of Small Business 
Advocate at least ten (60) days prior to the effective date of the supplement.        
 
Public Fire Protection:  The RCS will not apply to public fire protection customers. 

   
Issued:  April 29, 2020 Effective Date: June 28, 2020 

 
 



Regionalization and Consolidation Surcharge 

Proposed Wastewater Tariff
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Supplement No. 19 to 
Tariff Wastewater PA P.U.C. No. 16 

Third Revised Page 19 
PENNSYLVANIA-AMERICAN WATER COMPANY    Canceling Second Revised Page 19 

[TCJA Voluntary Surcharge eliminated] (C) 
 
 

SCHEDULE OF RATES 
 
 REGIONALIZATION AND CONSOLIDATION SURCHARGE (C) 
1. General Description 

Purpose: To recover the revenue deficiency created by the acquisition of water and wastewater utilities 
acquired at their fair market value pursuant to 66 Pa. C.S. § 1329 in order to further the regionalization and 
consolidation of water and wastewater systems throughout the Commonwealth.   

 
Effective Date:  The RCS will become effective for bills rendered on and after [date]. 

 
2.  Computation of the RCS 

Calculation:  The RCS will be updated annually to reflect eligible acquisitions closed during the twelve-
month period ending three months prior to the effective date of each RCS update.  Thus, changes in the 
RCS rate will occur as follows: 

Effective Date     Date to which RCS-Eligible 
of Change          Acquisitions Reflected   
April 1       December 31 

 
The revenue deficiency of eligible fair market value acquisitions will consist of depreciation, pre-tax return, 
operation and maintenance expenses, including taxes other than income, less revenues at present rates 
from the acquired system, calculated as follows:  

 
Depreciation:  The depreciation expense will be calculated by applying to the Commission-approved 
cost of RCS-eligible property the annual accrual rates employed in the Company's last base rate case 
for the plant accounts in which each retirement unit of RCS-eligible property is recorded, unless the 
Commission approves different depreciation rates.  
 
Pre-tax return:  The pre-tax return will be calculated using the state and federal income tax rates, the 
Company's actual capital structure and actual cost rates for long-term debt and preferred stock as of the 
last day for the period ending three months prior to the effective date of the RCS and subsequent updates.  
The cost of equity will be the equity return rate approved in the Company's last fully litigated base rate 
proceeding for which a final order was entered not more than two years prior to the effective date of the 
RCS.  If more than two years shall have elapsed between the entry of such a final order and the effective 
date of the RCS, then the equity return rate used in the calculation will be the equity return rate calculated 
by the Commission Staff in the latest Quarterly Report on the Earnings of Jurisdictional Utilities released 
by the Commission.   
 
Operation and Maintenance Expenses: The operation and maintenance (O&M) expenses will be 
determined by multiplying the Company’s current per-customer O&M expense by the number of 
customers of the acquired system. The Company’s current per-customer O&M expense will be 
determined by dividing the Company’s total O&M expenses by the Company’s total number of customers, 
both as shown in the most recent Annual Report to the Commission.  

 
 
 
 
 
 
 
 

 (C) means Change 
Issued:   April 29, 2020 Effective Date: June 28, 2020 



 
 

Supplement No. 19 to 
Tariff Wastewater PA P.U.C. No. 16 

PENNSYLVANIA-AMERICAN WATER COMPANY    Original Page 19.1 
SCHEDULE OF RATES 

 
REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D) 

 
2.  Computation of the RCS (cont’d) 
 

RCS Amount:  The RCS will be expressed as a percentage carried to two decimal places and will be 
applied to the total amount billed to each customer for service under the Company's otherwise applicable 
rates and charges, excluding amounts billed for public fire protection service, the State Tax Adjustment 
Surcharge (STAS), and the Distribution System Improvement Charge (DSIC).  To calculate the RCS, the 
annual acquisition-related revenue requirement deficiency will be divided by the Company's projected 
revenue for sales of water and wastewater (including all applicable clauses and riders) for the annual 
period during which the charge will be collected, exclusive of revenues from customers acquired under 
66 Pa. C.S. § 1329 since the last base rate case, public fire protection service, the STAS and the DSIC. 
   
         
Formula:  The formula for calculation of the RCS surcharge is as follows: 

 
RCS  = ((RMRB * PTRR)+Dep+O&M – Year 1 Revenues of Acquired System) +   e                   

                                                                   PAR                   PAR  
Where: 
 
RMRB  = The ratemaking rate base as established in the 66 Pa. C.S. § 1329 proceeding, 

net of accumulated depreciation since acquisition.  
 
PTRR  = Pre-tax return rate applicable to RCS-eligible property.  
 
Dep  = Depreciation expense related to RCS-eligible property. 
 
O&M = Operation and maintenance expenses including taxes other than income.   

 
e   = Amount calculated (+/-) under the annual reconciliation feature or 

Commission Audit as described below. 
 
PAR  = Projected annual revenues for service (including all applicable clauses and riders) 

from existing water and wastewater customers plus netted revenue from any customers 
which will be gained or lost by the beginning of the applicable service period, will be based 
on the applicable twelve-month period, including any revenue from acquired companies 
that are now being charged the rates of the acquiring company, and excluding any 
revenue from systems acquired pursuant to 66 Pa. C.S. §1329 since the Company’s last 
base rate case.  

 
Annual Updates: Supporting data for each annual update will be filed with the Commission 
and served upon the Bureau of Investigation and Enforcement, the Office of Consumer Advocate 
and the Office of Small Business Advocate at least sixty (60) days prior to the effective date of 
the update.  

 
3.  Safeguards 

Cap: The RCS will be capped at 5.00% of the amount billed to water and wastewater customers under 
otherwise applicable rates and charges. 

 
 

   
Issued:  April 29, 2020 Effective Date: June 28, 2020 



 
 

Supplement No. 19 to 
Tariff Wastewater PA P.U.C. No. 16 

PENNSYLVANIA-AMERICAN WATER COMPANY    Original Page 19.2 
SCHEDULE OF RATES 

REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D) 
3.  Safeguards, cont’d 

Audit/Reconciliation:  The RCS will be subject to audit at intervals determined by the Commission.  Any 
cost determined by the Commission not to comply with this tariff shall be credited to applicable customer 
accounts.  It will also be subject to annual reconciliation based on a reconciliation period consisting of 
the twelve months ending December 31 of each year or the Company may elect to subject the RCS to 
quarterly reconciliation but only upon request and approval by the Commission.  The revenue received 
under the RCS for the reconciliation period will be compared to the Company's eligible costs for that 
period.  The difference between revenue and costs will be recouped or refunded, as appropriate, in 
accordance with Section 1307 (e), over a one-year period commencing April 1 of each year, or in the 
next quarter if permitted by the Commission.  If RCS revenues exceed RCS-eligible costs, such over-
collections will be refunded with interest.  Interest on the over-collections and credits will be calculated at 
the residential mortgage lending specified by the Secretary of Banking in accordance with the Loan 
Interest and Protection Law (41 P.S. § 101, et seq.) and will be refunded in the same manner as an over-
collection. The Company is not permitted to accrue interest on under collections.  

 
New Base Rates:  The RCS charge will be reset at zero upon application of new base rates to customer 
billings that provide for prospective recovery of the annual costs that had theretofore been recovered 
under the RCS.  Thereafter, only the revenue requirement deficiency of new eligible acquisitions, that 
have not previously been reflected in the Company's rate base, would be reflected in the annual updates 
of the RCS. 

 
All Customer Classes:  The RCS shall be applied equally to all customer classes exclusive of customers 
acquired under 66 Pa. C.S. § 1329 since the Company’s last base rate proceeding.  
 
Earning Reports:  The charge will also be reset at zero if, at the time of the annual update, the data filed 
with the Commission in the Company's then most recent Annual or Quarterly Earnings reports show that 
the Company will earn a rate of return that would exceed the allowable rate of return used to calculate its 
revenue requirement deficiency under the RCS as described in the Pre-tax return section.  The Company 
shall file a tariff supplement implementing the reset of the RCS to zero due to overearning on one-days’ 
notice and such supplement shall be filed simultaneously with the filing of the most recent Annual or 
Quarterly Earnings reports indicating that the Company has earned a rate of return that would exceed 
the allowable rate of return used to calculate its revenue requirement deficiency. 
 
Customer Notice:  Customers shall be notified of changes in the RCS by including appropriate 
information on the first bill they receive following any change.  An explanatory bill insert shall also be 
included with the first billing. 
 
Residual E-Factor Recovery Upon Reset to Zero:  The Company shall file with the Commission interim 
rate revisions to resolve the residual over/under collection or E-factor amount after the RCS rate has 
been reset to zero.  The Company can collect or credit the residual over/under collection balance when 
the RCS rate is reset to zero.  The utility shall refund any over collection to customers and is entitled to 
recover any under collections as set forth in Section 3 – Audit Reconciliation.  Once the Company 
determines the specific amount of the residual over or under collection amount after the RCS rate is reset 
to zero, the Company shall file a tariff supplement with supporting data to address that residual amount.  
The tariff supplement shall be served upon the Commission’s Bureau of Investigation and Enforcement, 
the Commission’s Bureau of Audits, the Office of Consumer Advocate, and the Office of Small Business 
Advocate at least ten (60) days prior to the effective date of the supplement.        
 
Public Fire Protection:  The RCS will not apply to public fire protection customers. 

   
Issued:  April 29, 2020 Effective Date: June 28, 2020 



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation

Amount Reference

1 Rate Base 1,500,000$              OCA-08-012

2 Pre-Tax Rate of Return % 10.37% Page 2 of 5

3 Pre-tax Return 155,550                   Line 1 x Line 2

4 O&M - Water 76,215                     Page 3 of 5
5 O&M - Wastewater 78,308                     Page 3 of 5

6 Depreciation - Water 40,130                     Page 4 of 5
7 Depreciation - Wastewater 16,400                     Page 4 of 5

9 Revenue Requirement 366,603                   Sum of lines 3 - 8

10 Acquired System Year-1 Revenues 300,000                   OCA-08-012

11 Revenue Deficiency 66,603                     Line 9 - Line 10

12 Proposed Water and Wastewater Sales Revenues Less Public Fire 783,484,747 Page 5 of 5

13 Surcharge Percentage 0.01% Line 11 / Line 12

OCA-08-012_Attachment_3
Page 1 of 5



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Pre-Tax Rate of Return 

Summary

Wastewater Capital Cost Weighted Revenue Revenue
Structure Rate Cost Multiplier Requirement

Long-Term Debt 44.79% 4.40% 1.97% 1.97%
Preferred Stock 0.06% 8.80% 0.01% 1.40631 0.01%
Common Equity 55.15% 10.80% 5.96% 1.40631 8.38%

7.94% 10.37%

Capital Structure and Cost Rates: reference PAWC Statement No. 1, Schedule RPN-1. 

Revenue Multiplier
Statutory State Tax Rate 0.0999
Statutory Federal Tax Rate 0.21

1- State Tax Rate 0.9001
Fed Rate Times (1-State Tax Rate) 0.189021
Effective Tax Rate 0.288921
1-Eff Tax Rate 0.711079
Reciprocal 1.40631

OCA-08-012_Attachment_3
Page 2 of 5



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Average O&M and Taxes Other Than Income Expense per Customer
Refer to OCA-08-012-Attachment_1

Water Wastewater
1 Operating Expenses $197,989,719 $22,226,872
2 Taxes Other Than Income $4,954,505 $627,983
3 Total $202,944,224 $22,854,855
4 Number of Customers 665,695 72,966
5 Average Cost per Customer $304.86 $313.23

Number of Customers [1] 250 250
Annual O&M Expense $76,215 $78,308

Notes:
[1] The example provided in OCA-08-012 does not specify the number of customers to be acquired; however, the 
number of customers is necessary to complete the example. Thus, a hypothetical number of customers was used. 

OCA-08-012_Attachment_3
Page 3 of 5



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Depreciation Expense

Rate Base Annual Accrual Depreciation
Account Description per OCA-08-012 UPIS [1] Accum. Depr. Rate, Percent [2] Expense

Water Plant:
331.00 Mains and appurtenances 500,000                1,000,000         500,000         1.20% 12,000          
333.00 Services 200,000                400,000            200,000         1.66% 6,640             
320.00 Treatment Equipment 150,000                300,000            150,000         2.91% 8,730             
307.00 Wells 50,000                   100,000            50,000           2.32% 2,320             
334.00 Meters 100,000                200,000            100,000         5.22% 10,440          

Total 1,000,000             40,130          

Wastewater Plant:
[3] Collection Sewers 500,000                1,000,000         500,000         1.64% 16,400          

Notes:

[2] Please refer to Exhibit No. 11-C for the 2021 Water Excluding Steelton depreciation study. 

Original Cost Annual Accrual Rate
360.10 Collection Sewers - Force Mains 38,161,242           667,003
361.10 Collection Sewers - Gravity Mains 99,296,641           1,585,213

137,457,883         2,252,216         1.64%

[1] OCA-08-012 requests a sample calculation of the RCS using provided rate base amounts. Depreciation expense is calculated based on 
plant in service, not rate base (i.e., net plant in service). Accordingly, for purposes of this example, the rate base values provided in the 
interrogatory are assumed to represent 50% of the undepreciated value of the assets. 

[2] The Company has both gravity and force collection sewers. For purposes of this example, a composite rate of force and gravity mains is 
used. Please refer to Exhibit No. 11-C for the 2022 Wastewater SSS Excl. Sadsbury and Exeter depreciation study.

OCA-08-012_Attachment_3
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Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Proposed Revenues Summary

Revenues Summary
Refer to Exhibit No. 3-A, 2021 Revenues at Proposed Rates

Water/WW Sales Public Fire Applicable Rev.
Water Excl 673,570,656         8,798,003       664,772,653              
Steelton 5,156,043             41,500             5,114,543                   
WW SSS 32,510,852           32,510,852                 
Sadsbury 1,159,871             1,159,871                   
Exeter 14,086,200           14,086,200                 
Scranton 34,532,212           34,532,212                 
McKeesport 29,843,375           29,843,375                 
Kane 1,465,041             1,465,041                   
Total Company 792,324,250         783,484,747              

OCA-08-012_Attachment_3
Page 5 of 5



Pennsylvania-American Water Company 
Docket Nos. R-2020-3019369 (Water) 

R-2020-3019371 (Wastewater) 
Bureau of Investigation and Enforcement Interrogatories Set 1 

I&E-RS-16-D  

Responsible Witness:  Ashley E. Everette, Director of Rates and Regulatory for PAWC 

Question: 

Reference PAWC Volume 19 Exhibit 12F showing the Scranton wastewater operations. 
A. Explain why the Company is not proposing to implement a stormwater fee in the 

Scranton wastewater operations. 
B. Has the Company studied implementing a stormwater fee? If yes, provide all studies and 

analysis done to establish a stormwater fee or rate in the Scranton Wastewater system. 
C. Does the Company’s agree that recovering stormwater costs from the customer base 

(cost causers) that causes stormwater costs to be incurred is a more reasonable 
methodology that recovering stormwater cost in wastewater rates that are based upon 
water consumption?  If not, explain why not. 

Response: 

A. Please refer to the response to part C below.  

B. No, the Company has not studied implementing a stormwater fee.  

C. In Pennsylvania-American Water’s prior rate cases, the Commission has based wastewater 
charges on customers’ water flows. The Company used this methodology in proposing its 
wastewater rates in this proceeding. PAWC provides stormwater service only through 
combined sewer systems.  A combined sewer system is not made up of separate wastewater 
and stormwater elements, but is one system providing wastewater service.  The commingled 
flow is considered “wastewater” under Section 102 of the Public Utility Code, as amended by 
Act 154 of 2016. As such, it is reasonable to continue recovering the cost of collecting and 
treating wastewater (including stormwater combined with wastewater) through rates that are 
based upon water consumption.   



Pennsylvania-American Water Company 
Docket Nos. R-2020-3019369 (Water) 

R-2020-3019371 (Wastewater) 
Bureau of Investigation and Enforcement Interrogatories Set 3 

 
I&E-RS-23-D  

Responsible Witness:  Constance E. Heppenstall, Senior Project Manager of Gannett Fleming 
 
Question: 
 
Reconcile the 2021 total $32,851,567 subsidy provided by the Water Operations (Excluding 
Steelton) shown on PAWC Volume 17 Exhibit 12A, page 14 with the $32,743,486 ($2,428,123 + 
$4,059,372 + $770,451, +$8,457,047 + $15,544,509 + $1,483,984) total subsidy being provided 
to Wastewater Operations shown on PAWC Volumes 18 and 19. 
 
Response: 
 
The amount of subsidy included in Water Operations Excluding Steelton is the correct amount 
of subsidy.  The difference in the amounts shown above is due to the 2021 cost of service study 
for Sadsbury, Exhibit 12-E, which did not include the full amount of costs that were allocated for 
wastewater treatment from the Wastewater Operations Excluding Sadsbury and Exeter of 
$671,275.  The original Exhibit 12-E shows $563,193 but should be corrected to $671,275 as 
shown in the cost of service for Wastewater Operations Excluding Sadsbury and Exeter, Exhibit 
12-C, Schedule A.  This change increases the 2021 subsidy needed for Sadsbury to $878,532 
from $770,451.  Attached as I&E-RS-23-D_Attachments 1 and 2 are the revised Exhibit 12-E in 
PDF and electronic format.   These revised exhibits show the full subsidy needed for the 
Sadsbury SSS Wastewater Operations.  
 
Also attached is a full summary of the subsidy provided by the Water Operations Excluding 
Steelton by wastewater operation and by class as I&E-RS-23-D_Attachment 3 that shows the 
full subsidy of $32,851,567. 
 
 

 

 
 
 

 



Exhibit No. 12-E-REV 
Witness: C. Heppenstall 

PENNSYLVANIA-AMERICAN WATER COMPANY 

Mechanicsburg, Pennsylvania 

SADSBURY WASTEWATER SSS OPERATIONS 

REVISED WASTEWATER COST OF SERVICE 

ALLOCATION STUDY 

AS OF DECEMBER 31, 2021 (RATE YEAR 1)  

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC 

Camp Hill, Pennsylvania 

I&E-RS-23-D Attachment 1



REVISED WASTEWATER COST OF SERVICE 

ALLOCATION STUDY 

AS OF DECEMBER 31, 2021 

-1-
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PENNSYLVANIA AMERICAN WATER COMPANY

WATER ACT 11 ALLOCATION  TO WASTEWATER - 2021
PUBLIC

RES COM IND MUNI LGE IND BULK FIRE TOTAL
WW EXCLUDING SADSBURY AND EXETER 1,825,706$        424,038$             22,451$          92,069$          63,860$        2,428,123$         
SADSBURY 768,101             108,852                -                   1,579              878,532               
EXETER 3,135,053          541,079                346,219          37,022            4,059,372           
SCRANTON 5,014,183          2,825,725            5,012              331,353          280,774        8,457,047           
MCKEESPORT 9,603,398          2,631,170            -                   308,297          -                 3,001,645     15,544,509         
KANE 1,154,836          265,145                16,117            47,885            1,483,984           

TOTAL ACT 11 FROM WATER 21,501,277$      6,796,008$          389,799$        818,205$        344,634$      3,001,645$   -$              32,851,567$       
REALLOCATED BULK TO RESIDENTIAL 2,298,198$        629,668$             73,779$          (3,001,645)$  -                       
TOTAL FROM WATER BY CLASS 23,799,475$      7,425,676$          389,799$        891,984$        344,634$      -$               -$              32,851,567$       

STEELTON 647,477             73,383                  853,411          12,082            190,476        1,776,829           

TOTAL FROM WATER 24,446,952$      7,499,059$          1,243,210$     904,066$        344,634$      -$               190,476$     34,628,396$       

WATER ACT 11 ALLOCATION  TO WASTEWATER - 2022
Public

RES COM IND MUNI LGE IND BULK Fire TOTAL
WW EXCLUDING SADSBURY AND EXETER 2,644,573$        605,588$             32,811$          131,971$        91,519$        3,506,461           
SADSBURY 722,375             102,811                -                   1,519              -                 826,706               
EXETER 2,865,871 501,058 318,299 34,751 -                 3,719,978           
SCRANTON 6,392,279          3,650,305            6,493              430,141          364,344        10,843,561         
MCKEESPORT 9,020,183          2,465,611            -                   291,612          -                 2,842,015     14,619,421         
KANE 1,293,204          292,114                17,756            52,757            1,655,831           

TOTAL ACT 11 FROM WATER 22,938,485$      7,617,485$          375,359$        942,751$        455,862$      2,842,015$   -$              35,171,958$       
REALLOCATED BULK TO RESIDENTIAL 2,176,668$        594,979$             -$                70,369$          (2,842,015)$  -                       
TOTAL FROM WATER BY CLASS 25,115,153$      8,212,464$          375,359$        1,013,120$    455,862$      -$               -$              35,171,958$       

STEELTON 506,508             48,718                  647,219          9,390              149,013        1,360,848           

TOTAL FROM WATER 25,621,661$      8,261,182$          1,022,578$     1,022,510$    455,862$      -$               149,013$     36,532,806$       

Bulk
  FROM SADSBURY TO WW EXCL. - BULK 2021 671,275$           
  FROM SADSBURY TO WW EXCL. - BULK 2022 699,423$           



B EFO RE TH E
P EN N SY L V A N IA P UB L IC UTIL ITY C O M M ISSIO N

P ennsylvaniaP u blic Utility C ommission :D ocketN os.R-2020-3019369 (W ater)
v. : C -2020-30197 51

P ennsylvania-A merican W aterC ompany : R-2020-301937 1 (W astewater)
: C -2020-30197 54

V ERIFIC A TIO N

I,ScottJ.Ru bin,hereby state thatthe facts setforth in my D irectTestimony,O C A

Statement 1,are tru e and correct (or are tru e and correct to the best of my knowled ge,

information,and belief)and thatIexpectto be able to prove the same atahearingheld in this

matter.Iu nd erstand thatthe statements herein are mad e su bjectto the penalties of 18 P a.C .S.§

4904 (relatingto u nsworn falsification to au thorities).

D A TED :September8 ,2020 Signatu re: ________________________________
* 29517 4 ScottJ.Ru bin

C onsu ltantA d d ress: 333O akL ane
B loomsbu rg,P A 17 8 15
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